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Rules and Regulations 


Title 26 —INTERNAL REVENUE 

[T.D. 6681] 

Chapter I— Internal Revenue Service, 
Department of the Treasury 
SUBCHAPTER A—INCOME TAX 

p ART 1 —INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Certain Mutual Insurance Companies 

On June 19, 1963, notice of proposed 
rule making with respect to the amend¬ 
ment of the Income Tax Regulations 
(26 CPR Part 1) under sections 821 
through 826, 831, 832, 841, 1016, and 
1201 of the Internal Revenue Code of 
1954 (relating to mutual insurance com¬ 
panies, other than life and certain ma¬ 
rine insurance companies and other 
than fire or flood insurance companies 
which operate on basis of perpetual poli¬ 
cies or premium deposits) to reflect the 
changes made by section 8 of the Rev¬ 
enue Act of 1962 (76 Stat. 960, 989) was 
published in the Federal Register (28 
P.R. 6272). After consideration of all 
such relevant matter as was presented 
by interested persons regarding the rules 
proposed, the amendment of the regula¬ 
tions as proposed is hereby adopted, sub¬ 
ject to the changes set forth below. Sec¬ 
tion 1.831-4 of such regulations super¬ 
sedes § 16.4-1 of Treasury Decision 6624 
(26 CFR Part 16) , approved December 
13, 1962 (27 F.R. 12544). In addition, 
there is contained herein an amend¬ 
ment of the Income Tax Regulations 
under section 11 of the Internal Reve¬ 
nue Code of 1954 to conform to the Tax 
Rate Extension Act of 1963 (77 Stat. 72). 

Paragraph 1. Section 1.821, as set 
forth in paragraph 2 of the notice of 
proposed rule making, is changed by 
revising section 821 (a)(1), and (c)(1) 
(A), and the historical note at the end 
thereof. 

Par. 2. Section 1.821-4, as set forth in 
Paragraph 4 of the notice of proposed 
rule making, is changed by revising sub- 
paragraph (1) of paragraph (b), ex¬ 
ample (l) of paragraph (d), and sub- 
paragraph (2) (i) of paragraph (e). 

Par. 3. Paragraph (c) of § 1.821-5, as 
y forth in paragraph (4) of the notice 
of proposed rule making, is revised. 

. Par. 4. Section 1.823-6, as set forth 
m paragraph 10 of the notice of pro¬ 
posed rule making is changed by revis¬ 
it paragraph (b)(1) and paragraph 
( 0(2)(v). 

f * R - 5. Paragraph (c) of § 1.824-1, as 
et forth in paragraph 10 of the notice 
1 Proposed rule making, is changed by 
revising example ( 5 ) . 

Par. 6. Section 1.831-4, as set forth in 
Paragraph 12 of the notice of proposed 
e making, is changed by revising 

Paragraphs (b) and (c). 

Par 7. Paragraph (a)(4) of § 1.832-4, 
sot forth in paragraph 14 of the 


notice of proposed rule making, is 
changed by revising subdivisions (i) and 
(ii). 

Par. 8. Section 1.11 is amended by re¬ 
vising section 11(b) and the historical 
note at the end thereof. 

Par. 9. Paragraph (c) of § 1.11-1 is 
amended. 

(Sec. 7805 of the Internal Revenue Code of 
1954 ( 68A Stat. 917; 26 U.S.C. 7805)) 

[seal] Mortimer M. Caplin, 

Commissioner of Internal Revenue. 

Approved: October 11,1963. 

Stanley S. Surrey, 

Assistant Secretary of the 
Treasury. 

In order to conform the Income Tax 
Regulations (26 CFR Part 1) under sec¬ 
tions 821 through 826, 831, 832, 841,1016, 
and 1201 of the Internal Revenue Code 
of 1954 to section 8 of the Revenue Act 
of 1962 (76 Stat. 989), such regulations 
are amended. In addition, the regula¬ 
tions under section 11 of the Internal 
Revenue Code of 1954 are amended to 
conform to the Tax Rate Extension Act 
1963 (77 Stat. 72). 

Paragraph 1. The heading of part II 
of subchapter L is amended to read as 
follows: “Mutual insurance companies 
(other than life and certain marine in¬ 
surance companies and other than fire or 
flood insurance companies which operate 
on basis of perpetual policies or pre¬ 
mium deposits) ” 

Par. 2. Section 1.821 is amended by 
revising the heading thereof, by revising 
section 821 (including the heading), and 
by revising the historical note at the end 
thereof. These amended provisions and 
historical note read as follows: 

§ 1.821 Statutory provisions; tax on 
mutual insurance companies to which 
part II applies. 

Sec. 821. Tax on mutual insurance com¬ 
panies to which part II applies —(a) Impo¬ 
sition of tax. A tax is hereby imposed for 
each taxable year beginning after December 
31, 1962, on the mutual insurance company 
taxable income of every mutual insurance 
company (other than a life insurance com¬ 
pany and other than a fire, flood, or marine 
insurance company subject to the tax im¬ 
posed by section 831). Such tax shall con¬ 
sist of— 

(1) Normal tax —(A) Taxable years be¬ 
ginning before July 1, 1964. In the case of 
taxable years beginning before July 1, 1964, 
a normal tax of 30 percent of the mutual 
insurance company taxable income, or 60 
percent of the amount by which such taxable 
income exceeds $6,000, whichever is the 
lesser; 

(B) Taxable years beginning after June 
30, 1964. In the case of taxable years be¬ 
ginning after June 30, 1964, a normal tax of 
25 percent of the mutual insurance com¬ 
pany taxable income, or 50 percent of the 
amount by which such taxable income ex¬ 
ceeds $6,000, whichever is the lesser; plus 

(2) Surtax. A surtax of 22 percent of the 
mutual insurance company taxable income 
(computed without regard to the deduction 
provided in section 242 for partially tax- 
exempt interest) in excess of $25,000. 


(b) Mutual insurance company taxable 
income defined. For purposes of this part, 
the term “mutual insurance company tax¬ 
able income” means, with respect to any tax¬ 
able year, the amount by which— 

(1) The sum of— 

(A) The taxable investment income (as 
defined in section 822(a) (1)), 

(B) The statutory underwriting income 
(as defined in section 823(a)(1)), and 

(C) The amounts required by section 824 
(d) to be subtracted from the protection 
against loss account, exceeds 

(2) The sum of— 

(A) The investment loss (as defined in 
section 822(a)(2)), 

(B) The statutory underwriting loss (as 
defined in section 823(a)(2)), and 

(C) The unused loss deduction provided 
by section 825(a). 

(c) Alternative tax for certain small com¬ 
panies —(1) Imposition of tax. In the case 
of taxable years beginning after December 
31, 1962, there is hereby imposed for each 
taxable year on the income of each mutual 
insurance company to which this subsection 
applies a tax (which shall be in lieu of the 
tax imposed by subsection (a)) computed 
as follows: 

(A) Normal tax —(i) Taxable years be¬ 
ginning before July 1, 1964. In the case of 
taxable years beginning before July 1, 1964, 
a normal tax of 30 percent of the taxable 
investment income, or 60 percent of the 
amount by which such taxable income ex¬ 
ceeds $3,000, whichever is the lesser; 

(ii) Taxable years beginning after June 
30, 1964. In the case of taxable years be¬ 
ginning after June 30, 1964, a normal tax of 
25 percent of the taxable investment in¬ 
come, or 50 percent of the amount by which 
such taxable income exceeds $3,000, which¬ 
ever is the lesser; plus 

(B) Surtax. A surtax of 22 percent of 
the taxable investment income (computed 
without regard to the deduction provided in 
section 242 for partially tax-exempt inter¬ 
est) in excess of $25,000. 

(2) Gross amount received, over $150,000 
but less than $250,000. If the gross amount 
received during the taxable year from the 
items described in section 822(b) (other than 
paragraph (1) (D) thereof) and premiums 
(including deposits and assessments) is over 
$150,000 but less than $250,000, the tax im¬ 
posed by paragraph (1) shall be reduced to 
an amount which bears the same proportion 
to the amount of the tax determined under 
paragraph (1) as the excess over $150,000 of 
such gross amount received bears to $100,000. 

(3) Companies to which subsection ap¬ 
plies —(A) In general. Except as provided 
in subparagraph (B), this subsection shall 
apply to every mutual insurance company 
(other than a life insurance company and 
other than a fire, flood, or marine insurance 
company subject to the tax imposed by sec¬ 
tion 831) which received during the tax¬ 
able year from the items described in sec¬ 
tion 822(b) (other than paragraph (1) (D) 
thereof) and premiums (including deposits 
and assessments) a gross amount in excess 
of $150,000 but not in excess of $500,000. 

(B) Exceptions. This subsection shall not 
apply to a mutual insurance company for 
the taxable year if— 

(i) There is in effect an election by such 
company made under subsection (d) to be 
taxable under subsection (a); or 

(ii) There is any amount in the protec¬ 
tion against loss account at the beginning 
of the taxable year. 

(d) Election to include statutory under¬ 
writing income or loss —(1) In general. Any 

11109 






11110 

mutual insurance company which is sub¬ 
ject to the tax imposed by subsection (c) 
may elect, in such manner and at such time 
as the Secretary or his delegate may by regu¬ 
lations prescribe, to be subject to the tax 
imposed by subsection (a). 

(2) Effect of election. If an election is 
made under paragraph (1), the electing com¬ 
pany shall be subject to the tax imposed by 
subsection (a) (and shall not be subject to 
the tax imposed by subsection (c)) for the 
first taxable year for which such election is 
made and for all taxable years thereafter 
unless the Secretary or his delegate consents 
to a revocation of such election. 

(e) No United States insurance business. 
Foreign mutual insurance companies (other 
than a life insurance company and other 
than a fire, flood, or marine insurance com¬ 
pany subject to the tax imposed by section 
831) not carrying on an insurance business 
within the United States shall not be sub¬ 
ject to this part but shall be taxable as other 
foreign corporations. 

(f) Special transitional underwriting 
loss —(1) Companies to which subsection 
applies. This subsection shall apply to every 
mutual insurance company which has been 
subject to the tax imposed by this section 
(as in effect before the enactment of this 
subsection) for the 5 taxable years immedi¬ 
ately preceding January 1, 1962, and has 
incurred an underwriting loss for each of 
such 5 taxable years. 

(2) Reduction of statutory underwriting 
income. For purposes of this part, the stat¬ 
utory underwriting income of a company 
described in paragraph (1) for the taxable 
year shall be the statutory underwriting in¬ 
come for the taxable year (determined with¬ 
out regard to this subsection) reduced by 
the amount by which— 

(A) The sum of the underwriting losses 

of such company for the 5 taxable years 
immediately preceding January 1, 1962, 

exceeds 

(B) The total amount by which the com¬ 
pany’s statutory underwriting income was 
reduced by reason of this subsection for prior 
taxable years. 

(3) Underwriting loss defined. For pur¬ 
poses of this subsection, the term “under¬ 
writing loss” means statutory underwriting 
loss, computed without any deduction under 
section 824(a) and without any deduction 
under section 832(c) (11). 

(4) Years to which subsection applies. 
This subsection shall apply with respect to 
any taxable year beginning after December 
31, 1962, and before January 1, 1968, for 
which the taxpayer is subject to the tax 
imposed by subsection (a). 

(g) Cross references. (1) For exemption 
from tax of certain mutual insurance com¬ 
panies, see section 501(c) (15). 

(2) For alternative tax in case of capital 
gains, see section 1201(a). 

[Sec. 821 as amended by sec. 2, Tax Rate 
Extension Act 1955 (69 Stat. 14); sec. 3(a) 
(1) and (2), Life Insurance Company Tax 
Act 1955 (70 Stat. 47); sec. 2, Tax Rate 
Extension Act 1956 (70 Stat. 66); sec. 2, Tax 
Rate Extension Act 1957 (71 Stat. 9); sec. 2, 
Tax Rate Extension Act 1958 (72 Stat. 259); 
sec. 2, Tax Rate Extension Act 1959 (73 Stat. 
157); sec. 201, Public Debt and Tax Rate 
Extension Act 1960 (74 Stat. 290); sec. 2, 
Tax Rate Extension Act 1961 (75 Stat. 193); 
sec. 2, Tax Rate Extension Act 1962 (76 Stat. 
114); sec. 8(a), Rev. Act 1962 (76 Stat. 989); 
sec. 2, Tax Rate Extension Act 1963 (77 Stat. 
72)] 

Par. 3. Section 1.821-2 is amended to 
read as follows: 

§1.821—2 Taxable years affected. 

Section 1.821-1 is applicable only to 
taxable years beginning after December 
31, 1953, but before January 1, 1955, and 


RULES AND REGULATIONS 

ending after August 16, 1954, and all 
references to sections of part II, sub- 
chapter L, chapter 1 of the Code are to 
the Internal Revenue Code of 1954, be¬ 
fore amendments. Section 1.821-3 is 
applicable only to taxable years begin¬ 
ning after December 31, 1954, but be¬ 
fore January 1, 1963, and all references 
to sections of part II, subchapter L, chap¬ 
ter 1 of the Code are to the Internal 
Revenue Code of 1954, as amended by 
the Life Insurance Company Tax Act for 
1955 (70 Stat. 36). Sections 1.821-4 
through 1.821-7 are applicable only to 
taxable years beginning after December 
31, 1962, and all references to sections of 
parts II and III, subchapter L, chapter 
1 of the Code are to sections of the Inter¬ 
nal Revenue Code of 1954 as amended by 
section 8 of the Revenue Act of 1962 (76 
Stat. 989). 

Par. 4. There are inserted immediately 
after § 1.821-3 . the following new 
sections: 

§ 1.821-4 Tax on mutual insurance 
companies other than life insurance 
companies and other than fire, flood, 
or marine insurance companies sub¬ 
ject to tax imposed by section 831. 

(a) In general —(1 ) Tax imposed, (i) 
For taxable years beginning after De¬ 
cember 31, 1962, all mutual insurance 
companies, including foreign insurance 
companies carrying on an insurance 
business within the United States, not 
taxable under section 802 or 831, and not 
specifically exempt under the provisions 
of section 501(c) (15), are subject either 
to the tax imposed by section 821(a) on 
mutual insurance company taxable in¬ 
come or, in the case of certain small 
companies, to the tax imposed by section 
821(c) on taxable investment income. 
The determination of whether a mutual 
insurance company is taxable under sec¬ 
tion 821 (a) or (c) for the taxable year 
is dependent upon the gross amount 
received by the company during such tax¬ 
able year from the items described in sec¬ 
tion 822(b) (other than paragraph (1) 
(D) thereof) and premiums (including 
deposits and assessments). If such gross 
amount received exceeds $150,000, but 
does not exceed $500,000 for the taxable 
year, the company is subject to the tax 
imposed by section 821(c) on taxable in¬ 
vestment income, unless (a) the com¬ 
pany elects under section 821(d) in the 
manner provided in paragraph (f) of 
this section to be subject to the tax im¬ 
posed by section 821(a), or (b) there 
is a balance in its protection against loss 
account at the beginning of the taxable 
year. A company having a gross amount 
received in excess of $500,000 is subject 
to the tax imposed by section 821(a). 
For exemption from income tax of com¬ 
panies having a gross amount received 
not in excess of $150,000, see section 
501(c) (15). For the alternative tax, in 
lieu of the tax imposed by section 821 
(a) or (c), where the net long-term 
capital gain for any taxable year exceeds 
the net short-term capital loss, see sec¬ 
tion 1201(a) and the regulations there¬ 
under. For the definition of an insur¬ 
ance company, see § 1.801-3 (a). 

(ii) The term “premiums” as used in 
section 821 and this section has the same 


meaning as in section 501(c) (15) and 
§ 1.501(c) (15)—1, and means the total 
amount of the premiums and other con¬ 
sideration provided in the insurance con¬ 
tract without any deduction for com¬ 
missions, return premiums, reinsurance, 
dividends to policyholders, dividends left 
on deposit with the company, discounts 
on premiums paid in advance, interest 
applied in reduction of premiums 
(whether or not required to be credited 
in reduction of premiums under the 
terms of the contract), or any other 
item of similar nature. Such term in¬ 
cludes advance premiums, premiums de¬ 
ferred and uncollected and premiums 
due and unpaid, deposits, fees, assess¬ 
ments, and consideration in respect of 
assuming liabilities under contracts not 
issued by the taxpayer (such as a pay¬ 
ment or transfer of property in an as¬ 
sumption reinsurance transaction), but 
does not include amounts received from 
other insurance companies for losses 
paid under reinsurance contracts. 

(2) Tax base. The taxable income of 
mutual insurance companies taxable un¬ 
der section 821 differs from the taxable 
income of other corporations. See sec¬ 
tions 821(b) and 822. Mutual insurance 
companies have special items of income 
and special deductions not provided for 
other corporations. See, for example, 
sections 821(b)(1)(C), 822(d), 823(b), 
824(a), and 825(a). Thus, the computa¬ 
tion of mutual insurance company tax¬ 
able income for a company taxable under 
section 821(a), and the computation of 
taxable investment income for a com¬ 
pany taxable under section 821(c), must 
be made in strict accordance with the 
provisions of part II of subchapter L of 
the Code. 

(3) Applicability of other provisions. 
All provisions of the Code and of the 
regulations in this part not inconsistent 
with the specific provisions of part II of 
subchapter L of the Code are applicable 
to the assessment and collection of the 
tax imposed by section 821 (a) or (c), 
and mutual insurance companies subject 
to the tax imposed by section 821 are 
subject to the same penalties as are pro¬ 
vided in the case of returns and payment 
of income tax by other corporations. 
The return shall be on Form 1120M. 

(4) Certain foreign companies. For¬ 
eign mutual insurance companies (other 
than a life insurance company and other 
than a fire, flood, or marine insurance 
company subject to the tax imposed by 
section 831) not carrying on an insur¬ 
ance business within the United States 
are not taxable under section 821 (a) or 
(c), but are taxable as other foreign 
corporations. See section 881. 

(b) Rates of tax imposed by section 
821(a)— (1) Normal tax. For taxable 
years beginning before July 1, * 964 , the 
normal tax imposed under section 82ica; 
is the lesser of 30 percent of mutual in¬ 
surance company taxable income, or o 
percent of the amount by which mutua 
insurance company taxable income ex¬ 
ceeds $6,000. In the case of taxable yea 
beginning after June 30, 1964, the nor¬ 
mal tax is imposed at the rate of 25 pe 
cent of mutual insurance company ta 
able income, or 50 percent ot i 
amount by which mutual insurance co- 
pany taxable income exceeds 
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whichever is the lesser. For example, a 
company subject to tax under section 821 
(a) will file a return but will pay no 
normal tax if mutual insurance company 
taxable income does not exceed $6,000. 
When mutual insurance company tax¬ 
able income exceeds $6,000 but does not 
exceed $12,000, the company will pay a 
normal tax equal to 60 percent (50 per¬ 
cent in the case of taxable years begin¬ 
ning after June 30, 1964) of the amount 
by which mutual insurance company 
taxable income exceeds $6,000. When 
mutual insurance company taxable in¬ 
come exceeds $12,000, the company will 
pay normal tax at the rate of 30 per¬ 
cent (25 percent in the case of taxable 
years beginning after June 30, 1964) of 
such income. 

(2) Surtax. Companies taxable under 
section 821(a) are subject to a surtax 
equal to 22 percent of so much of their 
mutual insurance company taxable in¬ 
come ^ computed without regard to the 
deduction provided in section 242 for 
partially tax-exempt interest) as ex¬ 
ceeds $25,000. In the case of an inter¬ 
insurer or reciprocal underwriter elect¬ 
ing to be subject to the limitation 
provided in section 826(b), the surtax 
applies to any increase in mutual in¬ 
surance company taxable income attrib¬ 
utable to such election, without regard 
to the $25,000 surtax exemption other¬ 
wise provided by section 821(a)(2) and 
this subparagraph, and without regard 
to whether the company is liable for 
any normal tax under section 821(a) (1) 
and subparagraph (1) of this paragraph. 
See section 826(f) and § 1.826-2. 

(c) Mutual insurance company tax¬ 
able income defined . The tax imposed 
by section 821(a) with respect to any 
taxable year is computed upon mutual 
insurance company taxable income for 
the taxable year. Section 821(b) pro¬ 
vides that in the case of a mutual in¬ 
surance company subject to the tax im¬ 
posed by section 821(a), mutual insur¬ 
ance company taxable income means the 
amount by which— 

(1) The sum of— 

(1) The taxable investment income 
(as defined in section 822(a)(1) and 
Paragraph (a)(1) of § 1.822-8), 

(ii) The statutory underwriting in¬ 
come (as defined in section 823(a)(1) 
and paragraph (b)(1) of § 1.823-6), 
and 

(iii) The amounts required by section 
o24(d) and paragraph (b) (3) of § 1.824- 
1 to be subtracted from the protection 
against loss account, exceeds 

(2) The sum of— 

. (i) The investment loss (as defined 
^ section 822(a)(2) and paragraph 
(a) <2> of § 1.822-8), 

(ii) The statutory underwriting loss 
las defined in section 823(a)(2) and 
Parag laph (b)(2) of § 1.823-6), and 
. , u p The unused loss deduction pro¬ 
ved by section 825(a) and paragraph 
(a) of § 1.825-1. 

h for any taxable year the amount de- 
^mined under subparagraph (2) of this 
Paragraph equals or exceeds the amount 
etermined under subparagraph (1) of 
cnm para & ra Ph> the mutual insurance 
taxa ble income for such year 
sh all be zero. 
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(d) Examples. The application of 
the tax imposed by section 821(a) may 
be illustrated by the following examples: 

Example (1). M, a mutual casualty insur¬ 
ance company, for the calendar year 1968 
has gross receipts from the items described 
in section 822(b) (other than paragraph 

(1) (D) thereof) and premiums (including 
deposits and assessments) in excess of $500,- 
000, and therefore is subject to the tax im¬ 
posed by section 821(a). M’s taxable invest¬ 
ment income, computed under section 822, 
is $30,000 and its statutory underwriting 
income, computed under section 823, is 
$15,000. M subtracts $3,000 from its protec¬ 
tion against loss account in accordance with 
the computation made under section 824(d). 
M has no unused loss deduction. If M is 
not subject to section 826, its mutual insur¬ 
ance company taxable income for the taxable 
year 1968 is $48,000, computed as follows: 


(1) Taxable investment Income_$30,000 

(2) Statutory underwriting income. 15,000 

(3) Subtractions from protection 

against loss account_ 3, 000 


(4) Total income items_ 48, 000 


Less: 

(5) Investment loss_ 0 

(6) Statutory underwriting loss_ 0 

(7) Unused loss deduction_ 0 


(8) Total loss items_ 0 


(9) Mutual insurance company tax¬ 
able income (item (4) minus 
item (8))_ 48,000 


Example (2). Assume the same facts as 
in example (1), and in addition assume that 
M received $5,000 of partially tax-exempt 
Interest during the taxable year which M 
deducted under section 242. Since M’s mu¬ 
tual insurance company taxable income is 
in excess of $12,000, M will pay normal tax 
on its mutual insurance company taxable 
income at a rate of 30 percent. In addition, 
since M’s mutual insurance company taxable 
income (computed without regard to the 
deduction provided by section 242 for par¬ 
tially tax-exempt interest) exceeds $25,000, M 
will pay surtax on such excess at a rate of 22 
percent. M’s total tax liability for the taxable 
year 1968 is $20,560, computed as follows 
(assuming a normal tax rate of 30 percent 
and a surtax of 22 percent) : 


(1) Mutual insurance company tax¬ 

able income as computed in 
example (1)_$48,000 

(2) Normal tax: 30 percent of mu¬ 

tual insurance company tax¬ 
able income_ 14, 400 

(3) Partially tax-exempt interest 

deducted under section 242 _ 5, 000 

(4) Mutual insurance company tax¬ 

able income for purposes of 
surtax (item (1) plus item 
(3))- 53,000 

(5) Surtax exemption_ 25,000 

(6) Mutual insurance company tax¬ 

able Income subject to the 
surtax (item (4) minus item 
(5))- 28,000 

(7) Surtax: 22 percent of mutual 

insurance company taxable in¬ 
come subject to the surtax_ 6,160 

(8) Total tax (item (2) plus item 

(7))- 20,560 


Example (3). If in example (2), M’s 
mutual insurance company taxable income 
had been in excess of $6,000 but not in excess 
of $12,000, M would pay normal tax in an 
amount equal to 60 percent of the amount 
by which such income exceeded $6,000. 
Thus, if M had mutual insurance company 
taxable income of $11,000, and partially tax- 
exempt interest of $5,000, M’s total tax 


mu 

liability for the taxable year 1968 would be 
$3,000, computed as follows: 


(1) Mutual insurance company tax¬ 

able income_$11,000 

(2) Mutual insurance company tax¬ 

able income in excess of 
$6,000 ($11,000 minus $6,000) . 5, 000 

(3) 30 percent of item (1)_ 3,300 

(4) 60 percent of item (2)_ 3,000 

(5) Normal tax (lesser of items (3) 

or (4))_ 3,000 

(6) Partially tax-exempt interest de¬ 

ducted under section 242_ 5, 000 

(7) Mutual insurance company tax¬ 

able income for purposes of 
surtax (item (1) plus item 
(6)) ___ 16,000 

(8) Surtax exemption_ 25,000 


Since the surtax exemption exceeds the mu¬ 
tual insurance company taxable income for 
purposes of the surtax, there is no surtax 
liability. Since the normal tax under sec¬ 
tion 821(a) is the lesser of 30 percent of 
mutual insurance company taxable income 
or 60 percent of the amount by which such 
income exceeds $6,000, M’s normal tax (and 
total income tax liability) is $3,000. If M's 
mutual insurance company taxable income 
was not in excess of $6,000, M would be re¬ 
quired to file a return, but would not be 
liable for any normal tax, since, in such a 
case, 60 percent of M’s mutual insurance 
company taxable income in excess of $6,000 
would be zero. 

(e) Alternative tax for certain small 
mutual insurance companies —(1) In 
general, (i) Section 821(c) provides an 
alternative tax for certain small mutual 
insurance companies. This alternative 
tax, which is in lieu of the tax imposed 
by section 821(a), is imposed on taxable 
investment income (as defined in section 
822(a)(1) and paragraph (a)(1) of 
§ 1.822-8) and consists of a normal tax 
and a surtax. The tax provided by sec¬ 
tion 821(c) is imposed on every mutual 
insurance company (other than a life 
insurance company and other than a 
fire, flood, or marine insurance company 
subject to the tax imposed by section 
831) which received during the taxable 
year from the items described in section 
822(b) (other than paragraph (1) (D) 
thereof) and premiums (including de¬ 
posits and assessments) a gross amount 
in excess of $150,000 but not in excess 
of $500,000, except a company which 
has properly elected under section 821(d) 
and paragraph (f) of this section to be 
subject to the tax imposed by section 
821(a), or a company which has a bal¬ 
ance in its protection against loss ac¬ 
count at the beginning of the taxable 
year. 

(ii) Any company which would be tax¬ 
able under section 821(c) but for the 
presence of an amount in its protection 
against loss account at the beginning of 
the taxable year may elect to subtract 
the balance from such account. See 
section 824(d) (5) and § 1.824-3. If such 
an election is made in such a case, the 
company shall not be subject to the tax 
imposed by section 821(a), but shall be 
subject to the tax imposed by section 
821(c). 

(2) Rates of tax imposed by section 
821(c) —(i) Normal tax. Section 821(c) 
(1) (A) provides that the normal tax for 
taxable years beginning before July 1, 
1964, is the lesser of 30 percent of taxable 
investment income or 60 percent of the 
amount by which taxable investment in- 
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come exceeds $3,000. For taxable years 
beginning after June 30, 1964, the nor¬ 
mal tax is imposed at the rate of 25 per¬ 
cent of taxable investment income, or 50 
percent of the amount by which taxable 
investment income exceeds $3,000, 
whichever is the lesser. Thus, a com¬ 
pany subject to tax under section 821(c) 
will file a return but will pay no tax if 
for the taxable year its taxable invest¬ 
ment income does not exceed $3,000; or 
will pay a normal tax equal to 60 per¬ 
cent (50 percent in the case of taxable 
years beginning after June 30, 1964) of 
taxable investment income in excess of 
$3,000 when such income exceeds $3,000 
but does not exceed $6,000. When tax¬ 
able investment income exceeds $6,000, 
the normal tax is imposed at the rate of 
30 percent (25 percent in the case of tax¬ 
able years beginning after June 30, 
1964) of such income. 

(ii) Surtax. Section 821(c)(1)(B) 
imposes a surtax at the rate of 22 per¬ 
cent of taxable investment income (com¬ 
puted without regard to the deduction 
provided in section 242 for partially tax- 
exempt interest) in excess of $25,000. 

(iii) Special reduction for certain 
small companies. Section 821(c)(2) 
provides for an adjustment of the tax 
liability computed under section 821(c) 

(1) where the gross amount received 
during the taxable year from the items 
described in section 822(b) (other than 
paragraph (1) (D) thereof) and pre¬ 
miums (including deposits and assess¬ 
ments) is in excess of $150,000 but does 
not exceed $250,000. This special ad¬ 
justment applies only to companies sub¬ 
ject to tax under section 821(c). The 
adjustment reduces the tax liability as 
otherwise computed under section 821(c) 
(1) to an amount which bears the same 
proportion to such tax as the gross 
amount received in excess of $150,000 
bears to $100,000. 

(f) Election to be taxed under section 
821(a )—(1) In general. Section 821(d) 
provides that any mutual insurance 
company taxable under section 821(c) 
may elect, in the manner provided by 
subparagraph (3) of this paragraph, to 
be taxed under section 821(a). 

(2) Scope of election. Except as oth¬ 
erwise provided herein, an election made 
under section 821(d) and this paragraph 
to be taxable under section 821(a) shall 
be binding for the taxable year for which 
made and for all succeeding taxable 
years unless the Commissioner consents 
to a revocation of such election. If for 
any taxable year the gross amount re¬ 
ceived from the items described in sec¬ 
tion 822(b) (other than paragraph (1) 
(D) thereof) and premiums (including 
deposits and assessments) does not ex¬ 
ceed $150,000, a company’s prior election 
made under section 821(d) to be taxable 
under section 821(a) will automatically 
terminate and any balance in the pro¬ 
tection against loss account will be taken 
into account for the preceding taxable 
year. (See section 824(d)(4) and 
§ 1.824-2 for automatic termination of 
protection against loss account if com¬ 
pany is not subject to the tax imposed by 
section 821(a).) If for any taxable year 
thereafter the gross amount received 
exceeds $150,000 but does not exceed 
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$500,000, the company shall be taxable 
under section 821(c) unless it makes a 
new election to be taxable under section 
821(a). If a company subject to tax 
under section 821(c) for a taxable year 
elects undersection 821(d) and this sec¬ 
tion to be taxed under section 821(a) 
and, in a subsequent taxable year, the 
gross receipts of such company exceed 
$500,000, the election made for such 
earlier taxable year shall be considered 
as continuing in effect. Thus, such a 
company will continue to be taxable un¬ 
der section 821(a) notwithstanding that 
its gross receipts subsequently fall below 
$500,000 (so long as they do not fall be¬ 
low $150,000) unless the Commissioner 
consents to a revocation of the prior 
election. Whether revocation is permis¬ 
sible in any case will depend on the facts 
and circumstances of the particular case, 
but in no case will revocation be granted 
in the absence of a showing that the 
election creates an undue burden or ma¬ 
terial hardship on the company due to 
a substantial change in the character of 
its operations. 

(3) Time and manner of making elec¬ 
tion. The election provided by section 
821(d) shall be made in a statement 
attached to the company’s income tax 
return for the first taxable year for which 
the election is to apply. The statement 
shall include the name and address of 
the taxpayer, shall be signed by the 
taxpayer (or its duly authorized repre¬ 
sentative), and shall be filed not later 
than the date prescribed by law (includ¬ 
ing extensions thereof) for filing the 
return for such taxable year. 

(g) Examples. The application of 
the tax imposed by section 821(c) may 
be illustrated by the following examples: 

Example ( 1). M, a mutual casualty insur¬ 
ance company, for the calendar year 1963 
has a gross amount received from the items 
described in section 822(b) (other than par¬ 
agraph (1) (D) thereof) and premiums (in¬ 
cluding deposits and assessments) of 
$400,000. Since M’s gross amount received 
exceeds $150,000, but does not exceed 
$500,000, M is subject to the tax imposed 
by section 821(c) on taxable investment in¬ 
come unless it elects to be subject to the 
tax imposed on mutual insurance company 
taxable income by section 821(a). M com¬ 
putes its taxable investment income under 
section 822 to be $35,000. In computing tax¬ 
able investment income, M deducted $2,000 
of partially tax-exempt interest under sec¬ 
tion 242. If M does not make an election 
to be taxed under section 821(a), its total 
tax liability for the taxable year 1963 is 
$13,140 computed as follows: 

(1) Taxable investment income as 

computed under section 822_ $35, 000 


(2) 30 percent of taxable invest¬ 

ment income___ 10, 500 

(3) 60 percent of taxable invest¬ 

ment income in excess of 
$3,000 _ 19,200 

(4) Normal tax (lesser of items (2) 

or (3))- 10,500 

(5) Partially tax-exempt interest 

deducted in computing tax¬ 
able investment income_ 2, 000 

(6) Taxable investment income for 

purposes of the surtax (item 

(1) plus item (5))_ 37,000 

(7) Surtax exemption_ 25,000 

(8) Taxable investment income 

subject to surtax (item (6) 

minus item (7))_ 12,000 

t 


(9) Surtax (22 percent of item 


(8)) - $2,640 

(10) Total tax liability (item (4) 

plus item (9))—.. 13 , !40 


Example (2). N, a mutual casualty insur¬ 
ance company, for the taxable year 1963 
has a gross amount received from the items 
described in section 822(b) (other than 
paragraph (1)(D) thereof) and premiums 
(including deposits and assessments) of 
$210,000. Since N’s gross amount received 
exceeds $150,000 but does not exceed $500,- 
000, N is subject to the tax imposed by sec¬ 
tion 821(c) on taxable investment income 
unless it elects to be subject to the tax im¬ 
posed by section 821(a). Furthermore, since 
the gross amount received by N does not 
exceed $250,000, N is entitled to the special 
tax reduction provided by section 821(c) (2). 
N computes its taxable investment income 
under section 822 to be $24,000. In com¬ 
puting taxable investment income, N de¬ 
ducted $2,000 of partially tax-exempt interest 
under section 242. If N does not make an 
election to be taxed under section 821(a), 
its total tax liability for the taxable year 
1963 is $4,452 computed as follows: 

(1) Taxable investment income as 

computed under section 822_ $24, 000 


(2) 30 percent of taxable invest¬ 

ment income_ 7,200 

(3) 60 percent of taxable invest¬ 

ment income in excess of 
$3,000_ 12,600 

(4) Normal tax (lesser of items (2) 

or (3))- 7,200 

(5) Partially tax-exempt interest 

deducted in computing tax¬ 
able investment income_ 2,000 

(6) Taxable investment income for 

purposes of the surtax (item 

(1) plus item (5))_ 26,000 

(7) Surtax exemption_ 25,000 

(8) Taxable investment income 

subject to surtax (item (6) 
minus item (7))_ 1,000 

(9) Surtax 22 percent of item (8)- 220 

(10) Tax liability computed with¬ 

out regard to special reduc¬ 
tion (item (4) plus item 
(9))_ 7,420 

(11) Amount by which gross re¬ 

ceipts exceed $150,000 ($210,- 
000 gross receipts minus 
$150,000)_ 60,000 

(12) Percentage which item (1) 

bears to $100,000 ($60,000 

over $100,000)_ 0.60 

(13) Tax as adjusted (percentage 

determined in item (12) 
applied to item (10))- 4,452 


If N’s taxable investment income for pur¬ 
poses of the surtax did not exceed $3,000, 
N would file a return but would pay no tax. 
Had N elected (under section 821(d)) to be 
subject to tax under section 821(a), N would 
not be entitled to the special reduction 
afforded by section 821(c)(2), since that 
provision applies only to companies taxable 
under section 821(c). 

§ 1.821—5 Special transitional under¬ 
writing loss. 

(a) In general. Section 821(f) pro¬ 
vides a special reduction in the statutory 
underwriting income (as defined by sec¬ 
tion 823(a)(1) and paragraph (b)(1) of 
§ 1.823-6) of any company taxable under 
section 821(a) which was taxable under 
section 821 for the five taxable years 
immediately preceding January 1, 1962, 
and which incurred an underwriting loss 
(as defined in section 821(f)(3) ana 
paragraph (c) of this section) for eacn 
of such five taxable years. 

(b) Amount of reduction. In the case 
of a company described in section 82 
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(f)(1) and paragraph (a) of this section 
the statutory underwriting income for 
the taxable year (determined without 
regard to this paragraph) shall be re¬ 
duced by an amount equal to the amount 
by which— 

(1) The sum of the underwriting losses 
of such company for the five taxable 
years immediately preceding January 1, 

1962, exceeds 

(2) The total amount by which the 
company’s statutory underwriting in¬ 
come was reduced by reason of section 
821(f) and this section for prior taxable 

years. 

(c) Underwriting loss defined. For 
purposes of computing the amount of the 
reduction available under section 821(f) 
and paragraph (a) of this section, the 
term underwriting loss means statutory 
underwriting loss (as defined by section 
823(a) (2) and paragraph (b) (2) of 
§ 1.823-6) computed without any deduc¬ 
tion under section 824(a) and paragraph 
(a) of § 1.824-1 (relating to deduction to 
provide protection against losses) and 
without any deduction under section 832 
(c) (11) (relating to dividends and simi¬ 
lar distributions paid or declared to 
policyholders) . For rules relating to the 
definition of dividends and similar dis¬ 
tributions paid or declared to policy¬ 
holders, see paragraph (a) of § 1.832-5. 

(d) Years of applicability. Section 
821(f)(4) provides that the special re¬ 
duction of statutory underwriting in¬ 
come allowed by section 821(f)(2) and 
paragraph (b) of this section shall apply 
to any taxable year beginning after 
December 31, 1962, and before January 1, 
1968, for which the taxpayer is subject 
to the tax imposed by section 821(a). 

Par. 5. Section 1.822 is amended by re¬ 
vising the heading thereof, by revising 
the heading of section 822, by revising 
section 822 (a), (c) , and (e), by adding 
a subsection (f), and by revising the 
historical note. These amended and 
added provisions and amended historical 
note read as follows: 

§ 1.822 Statutory provisions; determina¬ 
tion of taxable investment income. 

Sec. 822. Determination of taxable invest¬ 
ment income — (a) Definitions. For purposes 
of this part— 

(1) The term “taxable investment in¬ 
come” means the gross investment income, 
minus the deductions provided in subsection 

(c). 

(2) The term “investment loss” means the 
amount by which the deductions provided 
ln subsection (c) exceed the gross invest¬ 
ment income. 

* * * * * 

(c) Deductions. In computing taxable 
mvestment income, the following deductions 

shall be allowed: 

***** 

(2) Investment expenses. Investment ex¬ 
penses paid or accrued during the taxable 
If any general expenses are in part 
ssigned to or included in the investment 
penses, the total deduction under this 
Paragraph shall not exceed one-fourth of 
percent of the mean of the book value of 
and invested assets held at the beginning 
°f the taxable year plus one-fourth 
inr 6 amount by which taxable investment 
♦ ° me (computed without any deduction 
investment expenses allowed by this par- 
for tax-free interest allowed by par- 
p Pb (1), or for partially tax-exempt 


interest and dividends received allowed by 
paragraph (7)), exceeds 3% percent of the 
book value of the mean of the invested assets 
held at the beginning and end of the taxable 
year. 

***** 

(6) Capital losses. * * * 

(A) The taxable investment income (com¬ 
puted without regard to gains or losses from 
sales or exchanges of capital assets or to the 
deduction provided in section 242 for par¬ 
tially tax-exempt interest); or 

• * * * • 

(7) Special deductions. The special de¬ 
ductions allowed by part Vin (except section 
248) of subchapter B (sec. 241 and following, 
relating to partially tax-exempt interest and 
to dividends received). In applying section 
246(b) (relating to limitation on aggregate 
amount of deductions for dividends received) 
for purposes of this paragraph, the reference 
in such section to “taxable income” shall be 
treated as a reference to “taxable investment 
income”. 

***** 

(e) Foreign mutual insurance companies 
other than life or marine. In the case of a 
foreign mutual insurance company (other 
than a life or marine insurance company or 
a fire insurance company subject to the tax 
imposed by section 831), the taxable invest¬ 
ment income shall be the taxable income 
from sources within the United States (com¬ 
puted without regard to the deductions al¬ 
lowed by subsection (c)(7)), and the gross 
amount of income from the items described 
in subsection (b) (other than paragraph 

(1) (D) thereof) and net premiums shall be 
the amount of such income from sources 
within the United States. In the case of a 
company to which the preceding sentence 
applies, the deductions allowed in this sec¬ 
tion shall be allowed to the extent provided 
In subpart B of part II of subchapter N 
(sec. 881 and following) in the case of a 
foreign corporation engaged in trade or busi¬ 
ness within the United States. 

(f) Definitions. For purposes of this 
part— 

(1) Net premiums. The term “net pre¬ 
miums” means gross premiums (including 
deposits and assessments) written or re¬ 
ceived on insurance contracts during the tax¬ 
able year less return premiums and premiums 
paid or incurred for reinsurance. Amounts 
returned where the amount is not fixed in 
the insurance contract but depends on the 
experience of the company or the discretion 
of the management shall not be included in 
return premiums but shall be treated as 
dividends to policyholders under paragraph 

( 2 ) . 

(2) Dividends to policyholders. The term 
“dividends to policyholders” means divi¬ 
dends and similar distributions paid or de¬ 
clared to policyholders. For purposes of the 
preceding sentence, the term “paid or de¬ 
clared” shall be construed according to the 
method regularly employed in keeping the 
books of the insurance company. 

[Sec. 822 as amended by sec. 3(a) (3), (4), 
(5). (6), (7), and (8), Life Insurance Com¬ 
pany Tax Act 1955 (70 Stat. 47); sec. 8(b), 
Rev. Act 1962 (76 Stat. 991) ] 

Par. 6 . Section 1.822-4 is amended to 
read as follows: 

§ 1.822—4 Taxable years affected. 

Sections 1.822-1 through 1.822-3 are 
applicable only to taxable years begin¬ 
ning after December 31,1953, but before 
January 1, 1955, and ending after Au¬ 
gust 16, 1954, and all references to sec¬ 
tions of part II, subchapter L, chapter 1 
of the Code are to the Internal Revenue 
Code of 1954, before amendments. Sec¬ 
tions 1.822-5 through 1.822-7 are appli¬ 
cable only to taxable years beginning 


after December 31, 1954, but before Jan¬ 
uary 1, 1963, and all references to sec¬ 
tions of part II, subchapter L, chapter 1 
of the Code are to the Internal Revenue 
Code of 1954, as amended by the Life 
Insurance Company Tax Act for 1955 
(70 Stat. 36). Sections 1.822-8 through 
1.822-12 are applicable only to taxable 
years beginning after December 31, 1962, 
and all references to sections of parts 
II and III, subchapter L, chapter 1 of 
the Code are to the Internal Revenue 
Code of 1954 as amended by section 8 
of the Revenue Act of 1962 (76 Stat. 989). 

Par. 7. There are inserted immediately 
after § 1.822-7 the following new sec¬ 
tions: 

§ 1.822—8 Determination of taxable in¬ 
vestment income. 

(a) In general —(1) Taxable invest¬ 
ment income defined. Section 822(a) 
(1) defines the term “taxable investment 
income” for purposes of part II, sub¬ 
chapter L, chapter 1 of the Code as the 
gross investment income (as defined in 
section 822(b) and paragraph (b) of this 
section), less the deductions provided in 
section 822(c) and paragraph (c) of this 
section for wholly tax-exempt interest, 
investment expenses, real estate ex¬ 
penses, depreciation, interest paid or ac¬ 
crued, capital losses, special deductions, 
trade or business (other than an insur¬ 
ance business) expenses, and depletion. 
However, such expenses are deductible 
only to the extent that they relate to 
investment income and the deduction 
of such expenses is not disallowed by any 
other provision of subtitle A of the Code. 
For example, investment expenses are 
not allowable unless they are ordinary 
and necessary expenses within the mean¬ 
ing of section 162. In addition to the 
limitations on deductions relating to real 
estate owned and occupied by a mutual 
insurance company subject to the tax 
imposed by section 821 provided in sec¬ 
tion 822(d) (1), the adjustment for amor¬ 
tization of premium and accrual of dis¬ 
count provided in section 822(d) (2), and 
the limitation on the deduction for 
investment expenses where general 
expenses are allocated to investment in¬ 
come provided in section 822(c) (2), mu¬ 
tual insurance companies subject to the 
tax imposed by section 821 (a) or (c) 
are subject to the limitation on deduc¬ 
tions relating to wholly tax-exempt in¬ 
come provided in section 265. Such com¬ 
panies are not entitled to the net oper¬ 
ating loss deduction provided in section 
172. See, however, section 825 and para¬ 
graph (a) of § 1.825-1 for unused loss 
deduction allowed companies taxable 
under section 821(a). A deduction shall 
not be permitted with respect to the 
same item more than once. 

(2) Investment loss defined. The term 
“investment loss” is defined by section 
822(a)(2) as the amount by which the 
deductions allowable under section 822 
(c) and paragraph (c) of this section 
exceed the gross investment income (as 
defined in section 822(b) and paragraph 
(b) of this section). 

(b) Gross investment income defined. 
For purposes of part II, subchapter L, 
chapter 1 of the Code, section 822(b) 
defines the term “gross investment in¬ 
come” of a mutual insurance company 
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subject to the tax imposed by section 
821 (a) or (c) as the sum of the follow¬ 
ing: 

(1) The gross amount of income dur¬ 
ing the taxable year from— 

(1) Interest (including tax-exempt in¬ 
terest and partially tax-exempt inter¬ 
est), as described in § 1.61-7. Interest 
shall be adjusted for amortization of 
premium and accrual of discount in ac¬ 
cordance with the rules prescribed in 
section 822(d) (2) and § 1.822-10; 

(ii) Dividends, as described in 
§ 1.61-9; 

(iii) Rents and royalties, as described 
in § 1.61-8; 

(iv) The entering into of any lease, 
mortgage or other instrument or agree¬ 
ment from which the company may de¬ 
rive interest, rents, or royalties; 

(v) The alteration or termination of 
any instrument or agreement described 
in subdivision (iv) of this subparagraph; 

(vi) Gains from sales or exchanges of 
capital assets to the extent provided in 
subchapter P (section 1201 and follow¬ 
ing, relating to capital gains and losses), 
chapter 1 of the Code. 

(2) The gross income from any trade 
or business (other than an insurance 
business) carried on by a mutual insur¬ 
ance company subject to the tax imposed 
by section 821 (a) or (c), or by a part¬ 
nership of which the insurance company 
is a partner. 

For example, gross investment income in¬ 
cludes amounts received as commitment 
fees, or as a bonus for the entering into 
of a lease, or as a penalty for the early 
payment of a mortgage. In computing 
the gross income from any trade or busi¬ 
ness (other than an insurance business) 
carried on by the insurance company, 
or by a partnership of which the insur¬ 
ance company is a partner, any item de¬ 
scribed in section 822(b)(1) and para¬ 
graph (b) (1) of this section shall not be 
considered as gross income arising from 
the conduct of such trade or business, 
but shall be taken into account under 
section 822(b) (1) and paragraph (b) (1) 
of this section. 

(c) Deductions from gross investment 
income —(1) Wholly tax-exempt interest . 
Interest which in the case of other tax¬ 
payers is excluded from gross income by 
section 103 but included in the gross in¬ 
vestment income by section 822(b) is al¬ 
lowed as a deduction from gross invest¬ 
ment income by section 822(c)(1). 

(2) Investment expenses, (i) The de¬ 
duction for investment expenses under 
section 822(c)(2) includes only those 
expenses of the taxable year which are 
fairly chargeable against gross invest¬ 
ment income. For example, investment 
expenses include salaries and expenses 
paid exclusively for work in looking after 
investments, and amounts expended for 
printing, stationery, postage, and steno¬ 
graphic work incident to the collection 
of interest. An itemized schedule of 
such expenses shall be attached to the 
return. 

(ii) Any assignment of general ex¬ 
penses to the investment department of 
a mutual insurance company subject to 
the tax imposed by section 821 (a) or 
(c) subjects the entire deduction for in¬ 
vestment expenses to the limitation pro¬ 


vided in section 822(c)(2) and subdivi¬ 
sion (iii) of this subparagraph. As used 
in section 822(c)(2), the term “general 
expenses” means any expense paid or 
incurred for the benefit of more than 
one department of the company rather 
than for the benefit of a particular de¬ 
partment thereof. For example, if an 
expense, such as a salary, is attributable 
to more than one department, includ¬ 
ing the investment department, such ex¬ 
pense may be properly allocated among 
these departments. If such expense is 
allocated, the amount properly allocable 
to the investment department shall be 
deductible as general expenses assigned 
to or included in investment expenses 
and as such shall be subject to the limi¬ 
tation of section 822(c) (2) and subdivi¬ 
sion (iii) of this subparagraph. How¬ 
ever, a company subject to the tax im¬ 
posed by section 821 (a) or (c) shall not 
deduct under section 822(c)(2) its real 
estate taxes, depreciation, or other ex¬ 
penses with respect to any portion of the 
real estate which it owns, irrespective of 
whether such items are properly alloca¬ 
ble to its investment department. For 
the rules relating to the deductibility of 
these items, see section 822(c) (3) and 

(4) and subparagraphs (3) and (4) of 
this paragraph. If general expenses are 
in part assigned to or included in in¬ 
vestment expenses, the maximum allow¬ 
ance (as determined under section 822 
(c) (2)) shall not be granted unless it is 
shown to the satisfaction of the district 
director that such allowance is justified 
by a reasonable assignment of actual ex¬ 
penses. The accounting procedure em¬ 
ployed is not conclusive as to whether 
any assignment has in fact been made. 
Investment expenses do not include Fed¬ 
eral income and excess profits taxes, if 
any. 

(iii) If any general expenses are in 
part assigned to or included in invest¬ 
ment expenses, the total deduction under 
section 822(c)(2) shall not exceed the 
sum of— 

(a) One-fourth of 1 percent of the 
mean of the book value of the invested 
assets held at the beginning and end of 
the taxable year, plus 

(b) One-fourth of the amount by 
which taxable investment income (com¬ 
puted without any deduction for invest¬ 
ment expenses, tax-free interest, par¬ 
tially tax-exempt interest, or dividends 
received) exceeds 3% percent of the book 
value of the mean of the invested assets 
held at the beginning and end of the 
taxable year. 

For purposes of section 822(c)(2) and 
this paragraph, the term “invested as¬ 
sets” means only those assets which are 
owned and used, and to the extent used, 
for the purpose of producing the income 
specified in section 822(b). See para¬ 
graph (b) of this section. The term does 
not include real estate owned and occu¬ 
pied, and to the extent owned and oc¬ 
cupied, by the company. 

(3) Real estate expenses and taxes. 
The deduction for real estate expenses 
and taxes under section 822(c)(3) in¬ 
cludes taxes (as defined in section 164) 
and other expenses for the taxable year 
exclusively on or with respect to real 
estate owned by the company. For ex¬ 


ample, no deduction shall be allowed 
under section 822(c)(3) for amounts 
allowed as a deduction under section 
164(e) (relating to taxes of shareholders 
paid by a corporation). No deduction 
shall be allowed under section 822(c) (3) 
for any amount paid out for new build¬ 
ings, or for permanent improvements or 
betterments made to increase the value 
of any property. An itemized schedule 
of such taxes and expenses shall be at¬ 
tached to the return. See § 1.822-9 for 
limitation of such deduction. 

(4) Depreciation. The deduction al¬ 
lowed by section 822(c) (4) for deprecia¬ 
tion is, except as provided in section 822 
(d) (1) and § 1.822-9, identical to that 
allowed other corporations by section 
167. Such amount allowed as a deduction 
from gross investment income in deter¬ 
mining taxable investment income is 
limited to depreciation sustained on the 
property used, and to the extent used, for 
the purpose of producing the income 
specified in section 822(b). 

(5) Interest paid or accrued. The de¬ 
duction allowed by section 822(c) (5) for 
interest on indebtedness is the same as 
that allowed other corporations by sec¬ 
tion 163. See § 1.163-1. 

(6) Capital losses, (i) The deduction 
for capital losses under section 822(c) 
(6) includes not only capital losses to 
the extent provided in subchapter P, 
chapter 1 of the Code but in addition 
thereto losses from* capital assets sold or 
exchanged to provide funds to meet ab¬ 
normal insurance losses and to provide 
for the payment of dividends and simi¬ 
lar distributions to policyholders. Losses 
in the latter case may be deducted 
from ordinary income while the deduc¬ 
tion for losses under subchapter P is 
limited to the gains. See section 1211. 

(ii) Capital assets are considered as 
sold or exchanged to provide for the 
funds or payments specified in section 
822(c)(6), to the extent that the gross 
receipts from the sale or exchange of 
such assets are not greater than the ex¬ 
cess, if any, for the taxable year of the 
sum of dividends and similar distribu¬ 
tions paid to policyholders, and losses 
and expenses paid over the sum of the 
items described in section 822(b) (other 
than paragraph (1) (D) thereof) and net 
premiums received. If, by reason of a 
particular sale or exchange of a capital 
asset, gross receipts are greater than 
such excess, the gross receipts and the 
resulting loss should be apportioned and 
the excess included in capital losses sub¬ 
ject to the provisions of subchapter P. 
Capital losses actually used to reduce 
net income in any taxable year may not 
again be used in a succeeding taxable 
year as an offset against capital gains in 
that year and for that purpose a special 
rule is set forth for the application of 


section 1212. 9 

(iii) The application of section w* 

(c) (6) may be illustrated by the follow¬ 
ing examples: 

Example (1). The X Company, a mutual 
fire insurance company subject to tax 
section 821, in the taxable year 1963 
capital assets in order to obtain fu 
meet abnormal insurance losses and n _ 
vide for the payment of dividends an * 
lar distributions to policyholders. * .] tin g 
receipts from the sale are $ 60 , 000 , r 
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in losses of $20,000. It pays dividends to 
policyholders of $150,000. It sustains losses 
of $25,000, and pays expenses of $25,000. 
It receives interest of $50,000, dividends of 
$5,000. royalties of $4,000, and net premiums 
of* $66,000. The excess of the sum of divi¬ 
dends, losses, and expenses paid ($200,000) 
over the sum of the items described in 
section 822(b) (other than paragraph (1) 
(D) thereof) and net premiums received 
($125,000) is $75,000. Since the gross re¬ 
ceipts from the sale of capital assets ($60,- 
000) do not exceed such excess ($75,000), 
the losses of $20,000 are allowable as a de¬ 
duction from gross investment income in 
computing taxable investment income under 
section 822. 

Example (2). If in example (1) the gross 
receipts were $76,000 and the last capital 
asset sold, for the purpose therein specified, 
resulted in gross receipts of $2,000 and a 
loss of $500, the losses allowable as a deduc¬ 
tion from gross investment income would be 
$19,750. The last sale made the gross re¬ 
ceipts of $76,000 exceed by $1,000 the excess 
($75,000) of the sum of dividends, losses, 
and expenses paid ($200,000) over the sum 
of the items described in section 822(b) 
(other than paragraph (1) (D) thereof) and 
net premiums received ($125,000). The 
gross receipts and the resulting loss from the 
last sale are apportioned on the basis of 
the ratio of the excess of $1,000 to the gross 
ceipts of $2,000, or 50 percent. Fifty per¬ 
cent of the loss of $500 is deducted from 
the total loss of $20,000. The remaining 
gross receipts of $1,000 and the proportionate 
loss of $250 should be reported as capital 
losses under subchapter P. 

Example (3). If in example (1) the X 
Company had taxable investment income for 
purposes of the surtax of $9,750 and, under 
the provisions of subchapter P, chapter 1 
of the Code, had capital losses of $18,000 
and capital gains of $10,000, the net capital 
loss for the taxable year 1963, in applying 
section 1212 for the purposes of section 
822(c)(6), would be $8,000. This is deter¬ 
mined by subtracting from total losses of 
$38,000 ($18,000 capital losses under sub¬ 
chapter P plus $20,000 other capital losses 
under section 822(c) (6)) the sum of capital 
gains of $10,000 and losses from the sale or 
exchange of capital assets sold or exchanged 
to obtain funds to meet abnormal insurance 
losses and to provide for the payment of 
dividends and similar distributions to policy- 
holders of $20,000. Such losses of $20,000 
are added to capital gains of $10,000, since 
they are less than taxable investment in¬ 
come for purposes of the surtax, computed 
without regard to gains or losses from sales 
or exchanges of capital assets, of $29,750 
($9,750 taxable investment income for pur¬ 
poses of the surtax plus $20,000 other capital 
losses under section 822(c) (6) plus the por¬ 
tion of capital losses allowable under sub¬ 
chapter P of $10,000 minus capital gains 
under subchapter P of $10,000). 

(7) Special deductions . Section 822 
(c H7) allows a mutual insurance com¬ 
pany the special deductions provided by 
Part VIII (section 241 and following), 
except section 248, subchapter B, chapter 
1 of the Code, relating to partially tax- 
exempt interest and to dividends re¬ 
ceived. in applying section 246(b) (re¬ 
lating to limitation on aggregate amount 
°f deductions for dividends received) for 
Purposes of this subparagraph, the refer¬ 
ence in such section to “taxable income’* 
snail be treated as a reference to “taxable 
^vestment income”. 

(8) Trade or business deductions, (i) 
Under section 822(c) (8), the deductions 
allowed by subtitle A of the Code (with- 
0ut regard to this part) which are 
attributable to any trade or business 
(other than an insurance business) 
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carried on by the insurance company, or 
by a partnership of which the company 
is a partner are, subject to the limitations 
in subdivision (ii) of this subparagraph, 
allowable as deductions from gross in¬ 
vestment income in computing taxable 
investment income. Such deductions 
are allowable, however, only to the ex¬ 
tent that they relate to income which is 
included in the company’s gross invest¬ 
ment income by reason of section 822 
(b) (2). Thus, a deduction shall not be 
allowed under section 822(c) (8) with re¬ 
spect to any item described in section 
822(b)(1). The allowable deductions 
may exceed the gross income from such 
business. 

(ii) In computing the deductions un¬ 
der section 822(c) (8) — 

(a) Any item, to the extent attribut¬ 
able to the carrying on of the insurance 
business, shall not be taken into ac¬ 
count. For example, if the company 
operates a radio station primarily to 
advertise its own insurance services, a 
portion of the expenses of the radio 
station shall not be allowed as a deduc¬ 
tion. The portion disallowed shall be 
an amount which bears the same ratio 
to the total expenses of the station as 
the value of advertising furnished to the 
insurance company bears to the total 
value of services rendered by the station. 

(b) The deduction for net operating 
losses provided in section 172 shall not 
be allowed. 

(9) Depletion. The deduction allowed 
by section 822(c) (9) for depletion is the 
same as that allowed life insurance com¬ 
panies under section 804(c)(4). See 
paragraph (b) (5) of § 1.804-4. 

§ 1.822-9 Real estate owned and occu¬ 
pied. 

Section 822(d)(1) provides that the 
amount allowable as a deduction for 
taxes, expenses, and depreciation on or 
with respect to any real estate owned 
and occupied in whole or in part by a 
mutual insurance company subject to 
the tax imposed by section 821 (a) or (c) 
shall be limited to an amount which 
bears the same ratio to such deduction 
(computed without regard to this limi¬ 
tation) as the rental value of the space 
not so occupied bears to the rental value 
of the entire property. For example, if 
the rental value of the space not occu¬ 
pied by the company is equal to one-half 
of the rental value of the entire property, 
the deduction for taxes, expenses, and 
depreciation is one-half of the taxes, 
expenses, and depreciation on account of 
the entire property. Where a deduction 
is claimed as provided in this section, 
the parts of the property occupied and 
the parts not occupied by the company, 
together with the respective rental val¬ 
ues thereof, must be shown in a state¬ 
ment acompanying the return. 

§ 1.822-10 Amortization of premium 
and accrual of discount. 

(a) In general . In computing taxable 
investment income for the taxable year, 
the gross amount of income from inter¬ 
est, the deduction under section 822(c) 
(1) for wholly tax-exempt interest, and 
the deduction under section 242 for par¬ 
tially tax-exempt interest, are, under 
the provisions of section 822(d) (2), each 
to be decreased by the appropriate amor¬ 
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tization of premium and increased by the 
appropriate accrual of discount attrib¬ 
utable to the taxable year on bonds, 
notes, debentures, or other evidences of 
indebtedness held by a mutual insurance 
company subject to the tax imposed by 
section 821 (a) or (c). However, only 
the accrual of discount relating to issue 
discount will increase the deduction for 
wholly tax-exempt interest. See section 
103. Such amortization and accrual is 
the same as that provided for life insur¬ 
ance companies by section 818(b) (1), as 
amended by the Life Insurance Company 
Income Tax Act of 1959 (73 Stat. 133), 
and shall be determined in accordance 
with paragraphs (a) and (b) of § 1.818-3, 
except as provided by paragraph (b) of 
this section. 

(b) Modifications. (1) Paragraph 

(b) of § 1.818-3 shall apply to mutual 
casualty insurance companies subject to 
the tax imposed by section 821 (a) or 

(c) without regard to the date of ac¬ 
quisition of the particular securities to 
which the amortization of premium or 
accrual of discount is attributable. 

(2) In computing the amount of pre¬ 
mium or discount for purposes of section 
822(d) (2) with respect to securities held 
by a company taxable under section 821, 
the basis provided by section 1012 shall 
be used in lieu of the acquisition value 
provided by paragraph (b) of § 1.818-3. 
In the case of a company subject to the 
tax imposed by section 821(c), adjust¬ 
ments to basis to reflect the accrual of 
discount and the amortization of pre¬ 
mium shall be made in the manner 
provided by paragraphs (a) and (b) of 
§ 1.818-3. However, for purposes of de¬ 
termining statutory underwriting in¬ 
come or loss for the taxable year under 
section 823, a company subject to the tax 
imposed by section 821(a) is not re¬ 
quired to accrue discount or to amortize 
premium in computing its income under 
section 832 as if it were subject to the 
tax imposed by section 831. Thus, the 
accrual of discount and amortization of 
premium required in the computation of 
taxable investment income by a company 
subject to the tax imposed by section 
821(a) neither increases nor decreases 
the mutual insurance company taxable 
income of such a company and, except to 
the extent such a company actually ac¬ 
crues discount or amortizes premium for 
purposes of making the section 832 com¬ 
putation, no adjustment shall be made 
to the basis of obligations held by it to 
reflect accrual of discount or amortiza¬ 
tion of premium. 

§ 1.822-11 Net premiums. 

The term “net premiums”, defined in 
section 822(f)(1), includes deposits and 
assessments, but excludes amounts re¬ 
turned to policyholders which are treated 
as dividends under section 822(f)(2). 
Net premiums are used in sections 822 

(c) (6) and 832(c) (5) in determining the 
limitation on certain capital losses and 
in the application of section 1212. 

§ 1.822-12 Dividends to policyholders. 

(a) Dividends to policyholders are 
used in determining the “underwriting 
loss” for purposes of the special transi¬ 
tional underwriting loss deduction pro¬ 
vided by section 821(f), and the limita¬ 
tion on capital losses under section 822 
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(c) (6); in computing statutory under¬ 
writing income or loss under section 
823, and the subtractions from the pro¬ 
tection against loss account under sec¬ 
tion 824(d). The term “dividends to 
policyholders’" is defined in section 822 
(f) (2) as dividends and similar distri¬ 
butions paid or declared to policyholders. 
It includes amounts returned to policy¬ 
holders where the amount is not fixed 
in the insurance contract but depends 
upon the experience of the company or 
the discretion of the management. Such 
amounts are not to be treated as return 
premiums under section 822 (f)(1). Sav¬ 
ings credited to the individual accounts 
of the subscribers of a reciprocal under¬ 
writer or interinsurer under section 823 
(b) (2) are not dividends paid or declared 
within the meaning of this paragraph. 
However, distributions in respect of such 
credits shall be considered as dividends 
paid. See section 823(b)(2) and para¬ 
graph (c) (2) of § 1.823-6. The term 
“paid or declared” is to be construed ac¬ 
cording to the method of accounting reg¬ 
ularly employed in keeping the books of 
the insurance company, and such meth¬ 
od shall be consistently followed with 
respect to all deductions (including divi¬ 
dends and similar distributions to pol¬ 
icyholders) and all items of income. 

(b) If the method of accounting so 
employed is the cash receipts and dis¬ 
bursements method, the deduction is 
limited to the dividends and similar dis¬ 
tributions actually paid to policyholders 
in the taxable year. If, on the other 
hand, the method of accounting so em¬ 
ployed is the accrual method, the deduc¬ 
tion, or a reasonably accurate estimate 
thereof, for dividends and similar dis¬ 
tributions declared to policyholders for 
any taxable year will, in general, be com¬ 
puted by adding the amount of dividends 
and similar distributions declared but 
unpaid at the end of the taxable year to 
dividends and similar distributions paid 
during the taxable year and deducting 
dividends and similar distributions de¬ 
clared but unpaid at the beginning of 
the taxable year. If an insurance com¬ 
pany using the accrual method does not 
compute the deduction for dividends and 
similar distributions declared to policy¬ 
holders in the manner stated, it must 
submit with its return a full and com¬ 
plete explanation of the manner in which 
the deduction is computed. For the rule 
as to when dividends are considered paid, 
see the regulations under section 561. 

Par. 8 . Section 1.823 is amended by 
revising the heading thereof, by revis¬ 
ing section 823 (including the heading), 
and by adding a historical note at the 
end thereof. These amended provisions 
and historical note read as follows: 

§ 1.823 Statutory provisions; determina¬ 
tion of statutory underwriting income 
or loss. 

Sec. 823. Determination of statutory un)- 
derwritng income or loss —(a) In general. 
For purposes of this part— 

(1) The term “statutory underwriting in¬ 
come” means the amount by which— 

(A) The gross income which would be 
taken into account' in computing taxable 
income under section 832 if the taxpayer 
were subject to the tax imposed by section 
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831, reduced by the gross investment income, 
exceeds 

(B) The sum of (i) the deductions which 
would be taken into account in computing 
taxable income if the taxpayer were subject 
to the tax imposed by section 831, reduced 
by the deductions provided in section 822 
(c), plus (ii) the deductions provided in 
subsection (c) and section 824(a). 

(2) The term “statutory underwriting 
loss” means the excess of the amount re¬ 
ferred to in paragraph (1)(B) over the 
amount referred to in paragraph (1) (A). 

(b) Modifications. In applying subsec¬ 
tion (a) — 

(1) Net operating loss deduction. The de¬ 
duction for net operating losses provided in 
section 172 shall not be allowed. 

(2) Interinsurers. In the case of a mu¬ 
tual insurance company which is an interin¬ 
surer or reciprocal underwriter— 

(A) There shall be allowed as a deduction 
the increase for the taxable year in savings 
credited to subscriber accounts, or 

(B) There shall be included as an item 
of gross income the decrease for the taxable 
year in savings credited to subscriber ac¬ 
counts. 

For purposes of the preceding sentence, the 
term “savings credited to subscriber ac¬ 
counts” means such portion of the surplus 
as is credited to the individual accounts of 
subscribers before the 16th day of the third 
month following the close of the taxable year, 
but only if the company would be obligated 
to pay such amount promptly to such sub¬ 
scriber if he terminated his contract at the 
close of the company’s taxable year. For 
purposes of determining his taxable income, 
the subscriber shall treat any such savings 
credited to his account as a dividend paid 
or declared. 

(c) Special deduction for small company 
having gross amount of less than $1,100,- 
000 —(1) In general. If the gross amount re¬ 
ceived during the taxable year by a taxpayer 
subject to the tax imposed by section 821(a) 
from the items described in section 822(b) 
(other than paragraph (1)(D) thereof) and 
premiums (including deposits and assess¬ 
ments) does not equal or exceed $1,100,000, 
then in determining the statutory under¬ 
writing income or loss for the taxable year 
there shall be allowed an additional deduc¬ 
tion of $6,000; except that if such gross 
amount exceeds $500,000, such additional de¬ 
duction shall be equal to 1 percent of the 
amount by which $1,100,000 exceeds such 
gross amount. 

(2) Limitation. The amount of the de¬ 
duction allowed under paragraph (1) shall 
not exceed the statutory underwriting in¬ 
come for the taxable year, computed with¬ 
out regard to any deduction under this sub¬ 
section or section 824(a). 

[Sec. 823 as amended by sec. 8(c), Rev. Act 
1962 (76 Stat. 992)] 

Par. 9. Section 1.823-3 is amended to 
read as follows: 

§ 1.823—3 Taxable years afTecled. 

Sections 1.823-1 and 1.823-2 are 
applicable only to taxable years begin¬ 
ning after December 31, 1953, but be¬ 
fore January 1, 1955, and ending after 
August 16, 1954, and all references to 
sections of part II, subchapter L, chap¬ 
ter 1 of the Code are to the Internal 
Revenue Code of 1954, before amend¬ 
ments. Sections 1.823-4 and 1.823-5 
are applicable only to taxable years be¬ 
ginning after December 31, 1954, but 
before January 1, 1963, and all refer¬ 
ences to sections of part II, subchap¬ 
ter L, chapter 1 of the Code are to the 
Internal Revenue Code of 1954, as 


amended by the Life Insurance Com¬ 
pany Tax Act for 1955 (70 Stat. 36). 
Sections 1.823-6 through 1.823-8 are 
applicable only to taxable years begin¬ 
ning after December 31, 1962, and all 
references to sections of parts II and 
III, subchapter L, chapter 1 of the Code 
are to the Internal Revenue Code of 
1954 as amended by section 8 of the 
Revenue Act of 1962 (76 Stat. 989). 

Par. 10. There are inserted immedi¬ 
ately after § 1.823-5 the following new 
sections: 

§ 1.823—6 Determination of statutory 
underwriting income or loss. 

(a) In general. Section 823(a) and 
this section provide that for purposes 
of determining statutory underwriting 
income or loss for the taxable year, a 
mutual insurance company subject to the 
tax imposed by section 821(a) must first 
take into account the same gross income 
and deduction items (except as modified 
by section 823(b) and paragraph (c) of 
this section) as a taxpayer subject to 
tax under section 831 would take into 
account for purposes of determining its 
taxable income under section 832. These 
items are then reduced to the extent that 
they include amounts which are included 
in determining taxable investment in¬ 
come or loss under section 822(a) and 
§ 1.822-8. In addition, in computing its 
statutory underwriting income or loss 
for the taxable year, a company taxable 
under section 821(a) is allowed to de¬ 
duct the amount determined under sec¬ 
tion 824(a) (relating to deduction to 
provide protection against losses) and, 
if its gross amount received is less than 
$1,100,000, is allowed to deduct the 
amount determined under section 823(c) 
and paragraph (d) of this section (re¬ 
lating to special deduction for certain 
small companies), subject to the limi¬ 
tations provided therein. 

(b) Definitions —(1) Statutory under¬ 
writing income defined. Section 823(a) 
(1) defines the term “statutory under¬ 
writing income” for purposes of part II 
of subchapter L of the Code. Subject 
to the modifications provided by section 
823 (b) and paragraph (c) of this sec¬ 
tion, statutory underwriting income is 
defined as the amount by which — 

(i) The gross income which wouid be 
taken into account in computing taxable 
income under section 832 if the taxpayer 
were subject to the tax imposed by sec¬ 
tion 831, reduced by the gross investment 
income (as determined under section 
822(b)), exceeds 

(ii) The sum of— 

(a) The deductions which would be 
taken into account in computing taxable 
income if the taxpaper were subject to 
the tax imposed by section 831, reduce 
by the deductions provided in section 
822(c) (relating to deductions allowed 
in computing taxable investment m 
come), plus 

(b) The deductions provided injec¬ 
tion 823(c) (relating to special deduc¬ 
tion for small company having J 
amount of less than $ 1 , 100 , 000 ) an 
tion 824(a) (relating to deduction to pro 
vide protection against losses) . 
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For purposes of subdivision (ii) (a) of 
this subparagraph, the limitations on 
the amounts deductible under para¬ 
graphs (9) (relating to charitable, etc., 
contributions) and (12) (relating to par¬ 
tially tax-exempt interest and to divi¬ 
dends received) of section 832(c) shall be 
computed by reference to taxable income 
as defined by section 832(a), and as 
modified by section 823(b) and para¬ 
graph (c) of this section. 

(2) Statutory underwriting loss de¬ 
fined. “Statutory underwriting loss” is 
defined in section 823(a)(2) as the 
amount by which the amount deter¬ 
mined under section 823(a)(1)(B) and 
subparagraph (l)(ii) of this paragraph 
exceeds the amount determined under 
section 823(a) (1) (A) and subparagraph 
(1) (i) of this paragraph. 

(c) Modifications —(1) Net operating 
losses. In applying section 832 for pur¬ 
poses of determining statutory under¬ 
writing income or loss under section 823 

(a) and paragraph (b) of this section, 
the deduction for net operating losses 
provided by section 172 is not allowed. 
However, see section 825(a) and § 1.825-1 
for unused loss deduction allowed com¬ 
panies taxable under section 821(a) in 
computing mutual insurance company 
taxable income under section 821(b). 

(2) Interinsurers and reciprocal un¬ 
derwriters —(i) In general. Section 823 

(b) (2) provides that in computing the 
statutory underwriting income or loss of 
a mutual insurance company which is an 
interinsurer or reciprocal underwriter, 
there shall be allowed as a deduction the 
increase for the taxable year in savings 
credited to subscriber accounts, or there 
shall be included as an item of gross in¬ 
come the decrease for the taxable year 
in savings credited to subscriber ac¬ 
counts. For purposes of this subpara¬ 
graph, the term “savings credited to sub¬ 
scriber accounts” means such portion of 
the surplus for the taxable year as is 
credited to the individual accounts of 
subscribers before the 16th day of the 
third month following the close of the 
taxable year, but only if the company 
would be obligated to pay such amount 
promptly to such subscriber if he termi¬ 
nated his contract at the close of the 
company’s taxable year, and only if the 
company mails notification to such sub¬ 
scriber of the amount credited to his in¬ 
dividual account in the manner pro¬ 
vided by subdivision (v) of this subpara¬ 
graph. 

(ii) Limitations. Amounts represent¬ 
ing return premiums (as defined in para¬ 
graph (a) (1) (ii) of § 1.809-4) which the 
company would be obligated to pay to 
any subscriber terminating his contract 
at the close of the company’s taxable 
year are not savings credited to sub¬ 
scriber accounts within the meaning of 
section 823(b) (2) and subdivision (i) of 
this subparagraph. The deduction for 
savings credited to individual subscriber 
accounts is allowed only in the case of 
reciprocal underwriters or interinsurers 
^here the subscriber or policyholder has 
not °nly a legally enforceable right to 
receive the amount so credited if he 
withdraws from the exchange, but where 
amounts credited, as a matter of 
actual practice, are paid to subscribers 
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or policyholders who terminate their 
contracts. Thus, no deduction shall be 
allowed for savings credited to subscriber 
accounts if such savings are not in fact 
promptly returned to subscribers when 
they terminate their contracts. 

(iii) Computation of increase or de¬ 
crease in savings credited to subscriber 
accounts. For purposes of determining 
the increase or decrease for the taxable 
year in savings credited to subscriber 
accounts, every reciprocal underwriter or 
interinsurer claiming a deduction under 
section 823(b)(2) and this section shall 
establish and maintain an account for 
savings credited to subscriber accounts. 
The opening balance in such account 
for the first taxable year for which a de¬ 
duction is claimed under section 823(b) 
(2) and this section shall be zero. In 
each taxable year there shall be added 
to such account the total amount of 
savings credited to subscriber accounts 
for the taxable year, and there shall be 
subtracted from such account the total 
amount of savings subtracted from sub¬ 
scriber accounts for the taxable year. 
However, in no case may the amount 
added to the account exceed the total 
amount of savings to subscribers for the 
taxable year, irrespective of the amount 
of savings credited to subscriber accounts 
for the taxable year. Credits made to 
subscriber accounts after the close of the 
taxable year and before the 16th day of 
the third month following the close of 
the taxable year will be taken into ac¬ 
count as if such amounts had been 
credited on the last day of the taxable 
year to the extent such amounts would 
have become fixed and determinable 
legal obligations due subscribers if such 
subscribers had terminated their con¬ 
tracts on the last day of the company’s 
taxable year unless, at the time the 
amounts are credited, the company 
specifically designates such amounts as 
being from surplus for the taxable year 
in which the amounts were actually 
credited. Such a designation, once 
made, shall be irrevocable. However, if 
a company credited savings to subscriber 
accounts after December 31, 1962, and 
before March 16,1963, and failed to des¬ 
ignate such credits as being from surplus 
for the taxable year 1963, such company 
may designate such credits as being from 
surplus for the taxable year 1963 for 
purposes of determining the total amount 
of credits to subscriber accounts for 
such year. In determining the total 
amount of savings subtracted from sub¬ 
scriber accounts for the taxable year, 
only amounts subtracted from savings 
credited for taxable years beginning with 
the first taxable year for which a deduc¬ 
tion was claimed under section 823(b) (2) 
and this subparagraph will be taken into 
account. The method of accounting reg¬ 
ularly employed by the taxpayer in keep¬ 
ing its books of account will be used for 
purposes of determining whether the 
amounts subtracted from the subscriber 
accounts are from savings for taxable 
years beginning before the first taxable 
year for which a deduction is claimed 
under section 823(b)(2) and this sub- 
paragraph, or from savings for taxable 
years beginning with such first taxable 
year. Where the method of accounting 
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regularly employed by the taxpayer in 
keeping its books of account does not 
clearly indicate whether an amount was 
subtracted from savings credited to sub¬ 
scriber accounts for taxable years be¬ 
ginning before the first taxable year for 
which a deduction is claimed under sec¬ 
tion 823(b)(2) and this subparagraph, 
or from savings credited for such first 
taxable year and subsequent taxable 
years, the amount subtracted will be 
deemed to have come from savings 
credited to subscriber accounts for all 
taxable years, on a pro rata basis. 
Where an amount is subtracted from a 
subscriber’s account for record purposes, 
but such subtraction does not reflect the 
discharge of the company’s legal obliga¬ 
tion to pay the amount subtracted 
promptly to the subscriber if he termi¬ 
nates his contract, then such subtraction 
shall not be taken into account for pur¬ 
poses of section 823(b) (2) and this sub- 
paragraph. On the other hand, where 
the company ceases to be under a legal 
obligation to pay promptly to any sub¬ 
scriber the amount credited to his in¬ 
dividual account, then such amount shall 
be considered as having been subtracted 
from such subscriber’s account at the 
time such obligation ceased to exist. For 
purposes of section 823(b)(2) and this 
subparagraph, the increase (if any) for 
the taxable year in savings credited to 
subscriber accounts shall be the amount 
by which the balance in the account for 
savings credited to subscriber accounts 
as of the close of the taxable year exceeds 
the balance in such account as of the 
close of the preceding taxable year; and 
the decrease (if any) for the taxable year 
in savings credited to subscriber ac¬ 
counts shall be the amount by which the 
balance in the account for savings 
credited to subscriber accounts as of the 
close of the preceding taxable year ex¬ 
ceeds the balance in such account as of 
the close of the taxable year. 

(iv) Legal obligation. For purposes of 
this subparagraph, the existence of a 
legal obligation on the part of the com¬ 
pany to pay to the subscriber the sav¬ 
ings credited to him will be determined 
under the insurance contract pursuant to 
which the credits are made. Where it 
appears that the company is otherwise 
legally obligated to pay amounts credited 
to its subscribers, the requisite legal ob¬ 
ligation will not be considered absent 
merely because a subscriber’s credits re¬ 
main subject to absorption by future 
losses incurred if left on deposit with 
the company. 

(v) Notification to subscribers. Every 
reciprocal underwriter or interinsurer 
claiming a deduction under section 823 
(b) (2) and this subparagraph for 
amounts credited to the individual ac¬ 
counts of its subscribers must mail to 
each such subscriber written notifica¬ 
tion of the amount credited to the sub¬ 
scriber’s account for the taxable year, 
the date on which such amount was 
credited, and the date on which the 
subscriber’s right to such amount first 
would have become fixed if such sub¬ 
scriber had terminated his contract at 
the close of the company’s taxable year. 
As an alternative to providing each sub¬ 
scriber with specific information relat- 
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RULES AND REGULATIONS 


ing to the amount of savings credited 
to his individual account, the notification 
required by this subdivision may be pro¬ 
vided in the form of a table or formula 
mailed to the subscribers. However, a 
table or formula may not be used in 
lieu of the specific notification required 
by this subdivision unless such table or 
formula has been approved by the Com¬ 
missioner. Generally, a table or formula 
will be approved if it enables the sub¬ 
scriber to simply and readily ascertain 
the amount of savings credited to his 
individual account for the taxable year, 
the date on which such amount was 
credited, and the date on which his right 
to such amount first would have become 
fixed if he had terminated his contract 
at the close of the company’s taxable 
year. A reciprocal underwriter or in¬ 
terinsurer which desires to use such a 
table or formula should direct a written 
request for approval of such table or 
formula to the Commissioner of Internal 
Revenue, Attention: T:R, Washington, 
D.C., 20224. Such request must set forth 
a copy of the table or formula proposed 
to be used, together with sufficient in¬ 
formation to permit the Commissioner 
to determine the basis upon which such 
table or formula was prepared and the 
manner in which the subscribers will use 
such table or formula in determining the 
amounts credited to their individual ac¬ 
counts. Once a table or formula has 
been approved, the use of such table or 
formula with respect to savings credited 
for subsequent taxable years will not re¬ 
quire further approval unless the basis 
upon which such table or formula was 
prepared, or the manner in which such 
table or formula is to be applied, is sub¬ 
stantially changed. The table or for¬ 
mula method of notification may be used 
with respect to all or less than all of the 
company’s subscribers. For example, 
the company might provide the notifica¬ 
tion required by this subdivision to one 
class of subscribers in the form of a 
table or formula mailed to the individual 
subscribers, while providing another 
class of subscribers with specific state¬ 
ments of the amounts credited to their 
individual accounts. The notification 
required by this subdivision must be 
mailed before the 16th day of the third 
month following the close of the recipro¬ 
cal’s taxable year for which the account 
was credited. Where for any taxable 
year a reciprocal underwriter or inter¬ 
insurer claims a deduction under section 
823(b) and this subparagraph and fails 
to give notice as required by this sub¬ 
division, such deduction shall not be 
allowed unless the reciprocal establishes 
to the satisfaction of the district director 
that the failure to mail such notice 
within the prescribed period was due to 
reasonable cause. 

(d) Special deduction for small com - 
pany having gross amount of less than 
$1,100,000 —(1) In general. In the case 
of a taxpayer subject to the tax imposed 
by section 821(a), section 823(c) pro¬ 
vides that if the gross amount received 
during the taxable year from the items 
described in section 822(b) (other than 
paragraph (1) (D) thereof) and premiums 
(including deposits and assessments) is 
less than $1,100,000, then, subject to the 
limitation provided in section 823(c) (2) 


and subparagraph (2) of this paragraph, 
there shall be allowed an additional de¬ 
duction for purposes of determining 
statutory underwriting income or loss 
under section 823(a) for the taxable 
year. The amount of the additional 
deduction is $6,000; except that if the 
gross amount received for the taxable 
year exceeds $500,000, the additional de¬ 
duction is limited to an amount equal 
to 1 percent of the amount by which 
$1,100,000 exceeds such gross amount. 

(2) Limitation. The amount of the 
deduction provided by section 823(c) (1) 
may not exceed the statutory underwrit¬ 
ing income for the taxable year, com¬ 
puted without regard to the deduction 
allowed under section 823(c) (1) and 
subparagraph (1) of this paragraph, and 
the deduction allowed under section 
824(a) (relating to deduction for pro¬ 
tection against losses). 

(3) Example. The application of sec¬ 
tion 823(c) and this paragraph may be 
illustrated by the following example: 

M, a mutual insurance company subject to 
the tax imposed by section 821(a), has the 
following items for the taxable year 1963: 


Gross amount for purposes of sec¬ 
tion 823(c)(1)_$800,000 

Gross investment income (includ¬ 
ing capital gains)_ 150,000 

Capital gains- 100, 000 

Gross income under section 832— 900, 000 

Deductions under section 822 (c) — 22, 000 

Deductions under section 832 (as 

modified by section 823 (b) (2)) — 746, 000 


Under the provisions of section 823(c), M’s 
special small company deduction for the tax¬ 
able year 1963 would be $3,000, computed as 
follows: 


(1) Gross amount for purposes of 

section 823(c)(1)_$800,000 

(2) Amount by which $1,100,000 

exceeds item (1) ($1,100,000 
minus $800,000)_ 300, 000 

(3) 1 percent of item (2) (not to 

exceed $6,000)_ 3, 000 

(4) Gross income under section 

832, reduced by gross invest¬ 
ment income ($900,000 minus 
$150,000)_ 750, 000 

(5) Deductions under section 832 

(as modified by section 823 

(b) ), reduced by deductions 
under section 822(c) ($746,- 

000 minus $22,000)_ 724,000 

(6) Limitation on deduction under 

section 823(c)(1) (excess, if 
any, of item (4) over item 
(5)) _ 26,000 

(7) Deduction under section 823 

(c) (1) (item (3) or item 

(6), whichever is the lesser) _ 3, 000 


§ 1.823—7 Subscribers of reciprocal 
underwriters and interinsurers. 

A subscriber or policyholder of a re¬ 
ciprocal underwriter or interinsurer 
entitled to the deduction allowed by sec¬ 
tion 823(b) (2) and paragraph (c) (2) of 
§ 1.823-6 shall treat amounts represent¬ 
ing savings credited to his individual ac¬ 
count for the taxable year as a dividend 
paid or declared for purposes of com¬ 
puting his taxable income. If a re¬ 
ciprocal credits savings to subscriber 
accounts after the close of its taxable 
year, but before the 16th day of the third 
month following the close of the taxable 
year, and the reciprocal takes such 
credits into account as if they had been 
made on the last day of ite taxable year, 
the subscribers of such reciprocal must 


take such savings into account as if they 
had in fact been credited on the last day 
of the company’s taxable year. The 
subscriber shall take savings credited to 
his account into account without regard 
to whether the amounts credited are 
actually distributed to him in cash. To 
the extent the insurance premium con¬ 
stituted a deductible expense when paid 
or accrued, the subscriber’s taxable in¬ 
come for the taxable year will be in¬ 
creased and any loss for the taxable year 
will be decreased, by the amount credited 
to his account. Amounts credited to a 
subscriber’s account which are taken 
into income by him and which subse¬ 
quently are used to absorb losses of the 
reciprocal shall be treated by the sub¬ 
scriber as an additional insurance ex¬ 
pense for the taxable year in which the 
amounts are absorbed. Such amounts 
may be deducted in computing taxable 
income to the extent insurance con¬ 
stitutes an otherwise properly deductible 
expense for such taxable year. 


§ 1.823—8 Special transitional under¬ 
writing loss; cross reference. 

With respect to taxable years begin- 
ing after December 31, 1962, and before 
January 1, 1968, section 821(f) provides, 
for any company subject to the tax im¬ 
posed by section 821(a), a special re¬ 
duction in the statutory underwriting 
income if such company was subject to 
tax under section 821 for the five taxable 
years immediately preceding January 1, 
1962, and incurred an underwriting loss 
in each of such five taxable years. For 
rules relating to the determination of the 
amount of such reduction, see section 
821(f) and § 1.821-5. 


§ 1.824 Statutory provisions; adjust¬ 
ments to provide protection against 
losses. 


Sec. 824. Adjustments to provide protec ¬ 
tion against losses —(a) Allowance of de ¬ 
duction — (1) In general. In determining the 
statutory underwriting income or loss for 
any taxable year there shall be allowed as a 
deduction the sum of— 

(A) An amount equal to 1 percent of the 
losses incurred during the taxable year (as 
determined under section 832(b)(5)), plus 

(B) An amount equal to 25 percent of the 
underwriting gain for the taxable year, plus 

(C) If the concentrated windstorm, etc., 
premium percentage for the taxable year ex¬ 
ceeds 40 percent, an amount determined by 
applying so much of such percentage as ex¬ 
ceeds 40 percent to the underwriting gain for 
the taxable year. 


For purposes of this paragraph, the term 
“underwriting gain” means statutory under¬ 
writing income, computed without any de¬ 
duction under this subsection. 

(2) Special rule for companies having con ¬ 
centrated windstorm, etc., risks. For pur¬ 
poses of paragraph (1)(C), the term “con¬ 
centrated windstorm, etc., premium percen - 
age” means, with respect to any taxable yea , 
the percentage obtained by dividing 

(A) The amount of the premiums eari ! 
on insurance contracts during the taxa 
year (as defined in section 832(b)(4)). 
the extent attributable to insuring aga 
losses arising, either in any one Stat 
within 200 miles of any fixed point selects 
by the taxpayer, from windstorm, hail, 
earthquake, or similar hazards, by 

(B) The amount of the premium 5 ea ™ e 

on insurance contracts during the ta 
year (as so defined). v ch 

(b) Protection against loss account . ^ 

insurance comnanv subject to the tax 
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posed by section 821(a) for any taxable year 
shall, for purposes of this part, establish 
and maintain a protection against loss ac¬ 


count. 

(c) Additions to account. There shall be 
added to the protection against loss account 
for each taxable year an amount equal to 
the amount allowable as a deduction for the 
taxable year under subsection (a)(1). 

(d) Subtractions —(1) Annual subtrac¬ 
tions. After applying subsection (c), there 
shall be subtracted for the taxable year from 
the protection against loss account— 

(A) First, an amount equal to the ex¬ 
cess (if any) of the deduction allowed un¬ 
der subsection (a) for the taxable year over 
the underwriting gain (within the mean¬ 
ing of subsection (a)(1)) for the taxable 
year, 

(B) Then, the amount (if any) by 

which— 

(i) The sum of the investment loss for 
such year and the statutory underwriting 
loss (reduced by the amount referred to 
in subparagraph (A)) for such year, exceeds 

(ii> The sum of the statutory under¬ 
writing income for such taxable year and 
the taxable investment income for such 
taxable year, 

(C) Next (in the order in which the 
losses occurred), amounts equal to the 
unused loss carryovers to such year, 

(D) Next, any amount remaining which 
was added to the account for the fifth pre¬ 
ceding taxable year, minus one-half of the 
amount remaining in the account for such 
taxable year which was added by reason of 
subsection (a)(1)(B), and 

(E) Finally, the amount by which the 
total amount in the account exceeds which¬ 
ever of the following is the greater: 

(1) 10 percent of premiums earned on 
insurance contracts during the taxable year 
(as defined in section 832(b)(4)) less divi¬ 
dends to policyholders (as defined in sec¬ 
tion 832(c) (11)),or 

(ii) The total amount in the account at 
the close of the preceding taxable year. 

(2) Rules for ceiling on protection 
against loss account. For purposes of par¬ 
agraph (1) (E), the total amount in the 
account shall be determined— 

(A) After the application of this section 
without regard to paragraph (1)(E), and 

(B) Without taking into consideration 
amounts remaining in the account which 
were added, with respect to all taxable 
years, by reason of subsection (a)(1)(C). 

(3) Priorities. The amounts required to 
be substracted from the protection against 
loss account — 


(A) Under subparagraphs (A), (B), and 
(C) of paragraph (1) shall be substracted— 

(i) First (on a first-in, first-out, basis) 
jrom amounts in the account with respect 
Jo the five preceding taxable years and the 
taxable year, and 

(ii) Then from amounts, in the account 
with respect to earlier years, 

(B) Under subparagraph (E) of para- 
(1) shall be subtracted only from 

amounts in the account with respect to 
the taxable year, and 

Under paragraphs (A), (B), (C), and 
tn x° f para & ra Ph (!) shall, if the amount 
in +5? slllDtrac ted from the total amounts 
the account with respect to any taxable 
IJf* * S less tban such total, be subtracted 
snK 01 e ^ ch °* the amounts (referred to in 
s ^ c t tion (a)(1)) in the account with re- 
J™ . to such y ea r in the proportion which 
e ach bears to such total. 

tion\oi ermination °f taxability under sec - 
ta* i- If the taxpayer is not subject to 
the n n< ?f r sec tion 821 for any taxable year, 
cW 611 * amoun t in the account at the 
suhtr a ° A + the P recedi ng taxable year shall be 
tog taxabf fr ° m the accoun t in such preced- 

to subtract amount from 
(A) A taxpayer may elect for any 


taxable year for which it is subject to tax 
under section 821(a) to subtract from its 
protection against loss account any amount 
which, but for the application of this sub- 
paragraph, would be in such account as of 
the close of such taxable year. 

(B) The election provided by subpara¬ 
graph (A) for any taxable year shall be 
made (in such manner and in such form 
as the Secretary or his delegate may by 
regulations prescribe) after the close of 
such taxable year and not later than the 
time prescribed by law for filing the return 
(including extensions thereof) for the tax¬ 
able year following such taxable year. 
Such an election, once made, may not be 
revoked. 

[Sec. 824 as added by sec. 8(c), Rev. Act 
1962 (76 Stat. 992)] 

§ 1.824—1 Adjustments to provide pro¬ 
tection against losses. 

(a) Allowance of deduction —(1) In 
general. Except as otherwise provided 
in section 824(d), section 824(a) pro¬ 
vides that in determining statutory un¬ 
derwriting income or loss (as defined in 
section 823(a)) for any taxable year, a 
mutual insurance company subject to the 
tax imposed by section 821(a) is allowed 
a deduction in an amount equal to the 
sum of— 

(1) 1 percent of the losses incurred 
during the taxable year (as determined 
under section 832(b) (5) and § 1.832-4) ; 

(ii) 25 percent of the underwriting 
gain for the taxable year (as defined in 
subparagraph (2> (i) of this paragraph); 
and 

(iii) If the concentrated windstorm, 
etc., premium percentage (as defined in 
subparagraph (2) (ii) of this paragraph) 
for the taxable year exceeds 40 percent, 
an amount determined by applying so 
much of such percentage as exceeds 40 
percent to the underwriting gain for the 
taxable year. 

(2) Definitions —(i) Underwriting 
gain. For purposes of this section and 
section 824(a) (1), the term “underwrit¬ 
ing gain” means statutory underwriting 
income, computed under section 823(a) 
without regard to the deduction provided 
by section 824(a)(1) and subparagraph 

(1) of this paragraph. 

(ii) Concentrated windstorm etc., pre¬ 
mium percentage. For purposes of this 
section and section 824(a), the term 
“concentrated windstorm, etc., premium 
percentage” means, with respect to any 
taxable year, the percentage obtained by 
dividing— 

(a) The amount of the premiums 
earned on insurance contracts during 
the taxable year (as defined in section 
832(b) (4) and paragraph (a) of § 1.832- 
1 ), to the extent attributable to insuring 
against losses arising either in any one 
State or within 200 miles of any fixed 
point selected by the taxpayer from 
windstorm, hail, flood, earthquake, or 
similar hazards, by 

(b) The amount of the premiums 
earned on insurance contracts during 
the taxable year. 

The term “similar hazards” as used in 
section 824(a) and this section includes 
tornadoes, cyclones, hurricanes and sim¬ 
ilar natural phenomena, but does not in¬ 
clude insurance against fires, explosions, 
or riots. Where a company issues con¬ 
tracts insuring against a combination of 


risks, some of which are included in the 
definition of what constitutes concen¬ 
trated windstorm, etc., coverage risks, 
and some of which are not so included, 
the taxpayer shall make a reasonable 
allocation of the premiums earned for 
the taxable year for purposes of deter¬ 
mining such company’s concentrated 
windstorm, etc., premium percentage for 
the taxable year. Where such an allo¬ 
cation is made, the taxpayer shall sub¬ 
mit with his income tax return sufficient 
information to enable the district direc¬ 
tor to determine the basis upon which 
the allocation was made and the reason¬ 
ableness thereof. 

(3) Concentrated risk companies; se¬ 
lection of geographical area —(i) Man¬ 
ner of making selection. Section 824(a) 

(2) (A) permits a mutual insurance 
company taxable under section 821(a) to 
make an annual selection of the geo¬ 
graphical area to be used in determining 
its concentrated windstorm, etc., premi¬ 
um percentage for the taxable year. 
The geographical area selected shall be 
indicated in a statement attached to the 
taxpayer’s return for the taxable year 
for which such selection is to apply. 
Such statement shall include the name 
and address of the taxpayer, and shall 
set forth the computation by which the 
concentrated windstorm, etc., premium 
percentage was determined. In addition, 
the taxpayer shall furnish such other 
information as the district director may 
require in determining the correctness 
of the taxpayer’s computation. 

(ii) Scope of selection. The selection 
of a geographical area under section 824 
(a) (2) (A) shall be effective only with 
respect to the taxable year for which 
such selection is made and the area 
selected may be changed within the 
period of limitation allowed. Thus, the 
taxpayer must indicate the State or other 
geographical area selected for each tax¬ 
able year for which an amount is de¬ 
ducted under section 824(a) (1) (C) and 
this paragraph. 

(b) Protection against loss account —i 
(1) In general. Section 824(b) requires 
every insurance company subject to the 
tax imposed by section 821(a) for any 
taxable year to establish and maintain a 
protection against loss account. This 
account is to be established for taxable 
years beginning after December 31,1962. 
The opening balance in such account 
shall be zero. 

(2) Additions to the protection against 
loss account. Section 824(c) provides 
that in the case of a company subject to 
the tax imposed by section 821(a), there 
shall be added to the protection against 
loss account for each taxable year an 
amount equal to the amount allowable 
as a deduction for the taxable year under 
section 824(a) (1) and paragraph (a) (1) 
of this section. 

(3) Subtractions from the protection 
against loss account —(i) In general. 
Section 824(d)(1) provides that, after 
making the additions to the protection 
against loss account required by section 
824(c) and subparagraph (2) of this 
paragraph, certain amounts shall be sub¬ 
tracted from such account for the tax¬ 
able year. The amounts subtracted are 
taken into account under section 821(b) 
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(I) (C) for purposes of determining 
mutual insurance company taxable in¬ 
come for the taxable year. The amounts 
to be subtracted are— 

(a) First, an amount equal to the ex¬ 
cess (if any) of the protection against 
loss deduction allowed under section 
824(a) and paragraph (a) of this section 
for the taxable year over the underwrit¬ 
ing gain (as defined in section 824(a) (1)) 
for the taxable year, 

(b) Then, the amount (if any) by 
which the sum of the investment loss 
for such year and the statutory under¬ 
writing loss (reduced by the amount re¬ 
ferred to in section 824(d)(1)(A) and 

(a) of this subdivision) for such year, 
exceeds the sum of the statutory under¬ 
writing income for the taxable year and 
the taxable investment income for such 
taxable year, 

(c) Next (in the order in which the 
losses occurred), amounts equal to the 
unused loss carryovers to such year, 

( d ) Next, any amount remaining 
which was added to the account for the 
fifth preceding taxable year, minus one- 
half of the amount remaining in the ac¬ 
count for such taxable year which was 
added by reason of section 824(a) (1) (B), 
and 

( e ) Finally, the amount by which the 
total amount in the account exceeds the 
greater of 10 percent of premiums earned 
on insurance contracts during the tax¬ 
able year (as defined in section 832(b) 
(4) and § 1.832-4) less dividends to pol¬ 
icyholders (as defined in section 832(c) 

(II) and § 1.832-5), or the total amount 
in the account at the close of the pre¬ 
ceding taxable year. 

(ii) Rules for determining ceiling on 
protection against loss account. Section 
824(d) (2) provides that for purposes of 
determining the ceiling on the protection 
against loss account under section 824 
(d)(1) (E), the total amount in the pro¬ 
tection against loss account is to be de¬ 
termined after the subtractions required 
under section 824(d) but without regard 
to paragraph (1) (E) thereof (relating 
to the ceiling on such account), and 
without regard to amounts remaining in 
the account which were added, with re¬ 
spect to all taxable years, under section 
824(a) (1) (C) (relating to additional de¬ 
duction to provide protection against 
losses for certain companies having con¬ 
centrated windstorm, etc., risks). Thus, 
the limitation provided in section 824(d) 
(1) (E) does not apply to amounts added 
to the protection against loss account by 
concentrated risk companies to the ex¬ 
tent such amounts are attributable to the 
additional deduction allowed such com¬ 
panies under section 824(a)(1)(C). In 
no case does the limitation of section 
824(d) (1) (E) require a taxpayer to re¬ 
duce the balance in its protection against 
loss account below the balance in such 
account at the close of the preceding 
taxable year. 

(iii) Priorities, (a) Section 824(d) 
(3) provides a priority system for mak¬ 
ing the subtractions required under sec¬ 
tion 824(d)(1). Under section 824(d) 
(3) (A) the subtractions required to be 
made under section 824(d) (1) (A), (B), 
and (C), are to be made (1) first (on a 
first-in, first-out basis), from amounts 
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in the account with respect to the five 
preceding taxable years and the taxable 
year, and (2) then, from amounts in the 
account with respect to earlier years. 

(b) Section 824(d) (3) (B) provides 
that the amounts to be subtracted under 
section 824 (d) (1) (E) are to be sub¬ 
tracted only from amounts in the pro¬ 
tection against loss account with re¬ 
spect to the taxable year. 

(c) Section 824(d)(3)(C) provides 
that if the amount to be subtracted from 
the total amounts in the protection 
against loss account with respect to any 
taxable year is less than such total, the 
amount required to be subtracted from 
such account under section 824(d)(1) 
(A), (B), (C), and (E) is to be sub¬ 
tracted from each of the amounts re¬ 
ferred to in section 824(a) (1) in the 
account with respect to such year in 
the proportion which each bears to the 
total amount in the account with re¬ 
spect to such year. 

(c) Examples. The application of 
this section may be illustrated by the 
following examples: 

Example (1). The computation of mu¬ 
tual insurance company taxable income, 
statutory underwriting income, and the pro¬ 
tection against loss account, for a 6-year 
period with successive underwriting gains 
may be illustrated by assuming the facts 
shown in the following table: 


Year 

Insurance 
losses in¬ 
curred 

Under¬ 

writing 

gain 

Additions 
to protec¬ 
tion against 
loss account 

Taxable 
invest¬ 
ment in¬ 
come 

1963. 

700 

12 

10 (7+3) 

10 

1964.. 

800 

16 

12 (8+4) 

11 

1965_ 

600 

12 

9 (6+3) 

12 

1966_ 

600 

20 

11 (6+5) 

13 

1967.. 

900 

24 

15 (9+6) 

14 

1968_ 

1,000 

20 

15 (10+5) 

15 


For 1963, the statutory underwriting in¬ 
come would be 2 (underwriting gain of 12 
minus the 1 percent of incurred losses (7) 
and the 25 percent of underwriting gain (3) 
credited to the protection against loss ac¬ 
count) while mutual insurance company 
taxable income would be 12, the sum of the 
taxable investment income of 10 and the 
statutory underwriting income of 2. For 
1964 the statutory underwriting income 
would be 4 and the mutual insurance com¬ 
pany taxable income 15; for 1965, the cor¬ 
responding amounts would be 3 and 15; for 
1966, 9 and 22; and for 1967, 9 and 23. 

For 1968 the statutory underwriting in¬ 
come would be 5 (underwriting gain of 20 
minus the 1 percent of losses incurred (10) 
and the 25 percent of underwriting gain (5) 
credited to the protection against loss ac¬ 
count) ; but there would be included in 
mutual insurance company taxable income 
an amount equal to the first item added to 
the protection against loss account in 1963 
(7), and half of the second item (1.5), so 
that for 1968 the mutual insurance com¬ 
pany taxable income would be 28.5, the sum 
of the taxable investment income (15), the 
statutory underwriting income (5), and the 

8.5 subtracted from the protection against 
loss account in accordance with section 824 
(d)(1)(D). 

At the end of 1968, therefore, the total 
amount in the protection against loss ac¬ 
count would be 63.5; amounts totaling 62 
added for 1964 and the 4 following years plus 

1.5 remaining from amounts added in 1963. 
Under the priority system provided by sec¬ 
tion 824(d) (3), the amounts added for 1964 
and the 4 following years would be the 
amounts first subject to loss^ for years fol¬ 


lowing 1968. If after having been in the ac¬ 
count for 5 years such amounts were not 
absorbed by losses, then section 824 (d)( 1 ) 
(D) would require the amount attributable 
to the 1 percent of losses incurred for the 
fifth preceding taxable year, and one-half 
of the amount attributable to the 25 percent 
of underwriting gain for the fifth preceding 
taxable year, to be included in income. 

Example (2). If in example (1) there 
had been a statutory underwriting loss of 30 
for 1966 computed without regard to the 
protection against loss deduction, and losses 
incurred had been 600, the addition to the 
protection against loss account would have 
been 6 (1 percent of incurred losses of 600, 
plus 25 percent of underwriting gain of zero)! 
and the statutory underwriting loss would be 
36. After increasing the protection against 
loss account by the addition of 6, 23 would 
be subtracted from the protection against 
loss account under section 824(d)(1). Of 
the amount subtracted, 6 would be at¬ 
tributable to section 824(d)(1)(A) (the ex¬ 
cess of the protection against loss deduction 
(6) over the underwriting gain (0)), and 17 
would be attributable to section 824(d) 
(1) (B) (the excess of the statutory under¬ 
writing loss reduced by the subtraction re¬ 
quired by section 824(d) (1) (A) (36 minus 6, 
or 30) over the taxable investment income 
(13)). Under section 824(d)(3)(A), the 
subtractions required by section 824(d)(1) 
(A), (B), and (C), would be made first (on 
a first-in, first-out basis) from amounts in 
the account with respect to the five preceding 
taxable years and the taxable year. Thus, 
the subtractions would be made as follows: 
10 from the 10 added for 1963; next, 12 from 
the 12 added for 1964; finally, 1 from the 9 
added for 1965. Since the amount to be 
subtracted from amounts added in 1965 is 
less than the total added for such year, the 
subtraction must be made from each of the 
amounts in the account with respect to 1965 
in the proportion which each amount bears 
to the total amount in the account for such 
year. Of the 9 added to the protection 
against loss account in 1965, 6 represented 
1 percent of losses incurred, and 3 repre¬ 
sented 25 percent of the underwriting gain 
for that year. Thus, % of the amount to be 
subtracted will be subtracted from the 6, and 
i/ 3 will be subtracted from the 3. After the 
subtractions required by section 824(d), the 
balance remaining in the protection against 
loss account at the end of 1966 will be 14, 
comprised of 8 (5.33 plus 2.67) from 1965, 
plus the 6 added for 1966. Since the 10 
added in 1963 and the 12 added in 1964 were 
eliminated from the protection against loss 
account, there would be nothing to be in¬ 
cluded in mutual insurance company taxable 
income for 1968 or 1969 by reason of section 
824(d) (1) (D). The mutual insurance com¬ 
pany taxable income for 1966 would be zero 
(23 subtracted from the protection against 
loss account plus taxable investment income 
of 13, minus statutory underwriting loss of 

^Example (3). For the taxable year 1963, 
W, a mutual insurance company taxable un¬ 
der section 821(a), writes windstorm, hail, 
and flood insurance, exclusively, and only 
operates in the States of A, B, and C. Fo 
the taxable year 1963 W has underwriting 
gain (as defined by section 824(a)(1)) 0 
100 , losses incurred of 1,000, and earne 
premiums of 1,500. For purposes of deter¬ 
mining its concentrated risk premium pe * 
centage for 1963, W selects the area en¬ 
compassed by a circle having a 200 -mi 
radius (400-mile diameter) with its center 
in Central City, State of B. W determines 
that during 1963, it earned premiums at¬ 
tributable to insurance against losses arising 
within this area in the amount of 1,350. 
the facts assumed, W’s concentrated ris 
premium percentage for the taxable yea 
1963 is 90 percent (1,350 divided by 1 , 500 ), 
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n d W*s protection against loss deduction 
jg 05 of this amount, 10 (1 percent of losses 
incurred, or 1 percent of 1,000) is attrib¬ 
utable to section 824(a)(1)(A); 25 (25 per¬ 
cent of underwriting gain, or 25 percent of 
100) is attributable to section 824(a) (1) (B); 
and so—the amount determined by multi¬ 
plying the underwriting gain by so much of 
the concentrated windstorm, etc., premium 
percentage as exceeds 40 percent, or 50 per¬ 
cent (90 percent minus 40 percent) times 
100 —is attributable to section 824(a) (1) (C). 
W’s selection of the area to be used in de¬ 
termining its concentrated risk premium 
percentage is not binding. In future tax¬ 
able years, W may select some other area, 
such as the State of A, B, or C, or the 
area within 200 miles of any fixed point. 
Furthermore, W may file an amended return 
for 1963 (within the period of limitations 
prescribed) in order to change its selection 
for that year. 

Example (4). For the taxable year 1969, 
X, a mutual insurance company subject to 
the tax imposed by section 821(a), has tax¬ 
able investment income of 25 and a statutory 
underwriting loss of 22 (including a protec¬ 
tion against loss deduction of 7 which is en¬ 
tirely attributable to the application of 
section 824(a) (1) (A)). The following table 
shows the protection against loss account of 
X before and after the application of sec¬ 
tion 824(d) for the taxable year 1969: 


Protection Against Loss Account 



1963 

1964 

1965 

1966 

1967 

1968 

1969 

Balance remaining in 
account with respect 
to each taxable year 
(before application of 
sec. 824(d)).. 

3 

1 

1 

1 

2 

1 

7 

Balance remaining in 
account with respect 
to each taxable year 
(after application of 
sec. 824(d))... 

3 

0 

0 

0 

0 

0 

6 


Under the provisions of section 824(d)(1) 
(A), for the taxable year 1969, X would sub¬ 
tract 7 from its protection against loss ac¬ 
count (the amount by which the protection 
against loss deduction allowed under section 
824(a) for the taxable year exceeds the un¬ 
derwriting gain for the taxable year, or 7 
minus 0). Under the provisions of section 
824(d)(3)(A), since the subtractions are to 
be made with respect to amounts in the 
account for the 5 preceding taxable years 
and the taxable year on a first-in, first-out 
basis, x would first apply the amount to be 
subtracted to the amount in the account 
with respect to 1964, 1965, 1966, 1967, and 
1968, in that order. This would reduce the 
total amount in the account with respect to 
such taxable years by 6, and the balance in 
the account with respect to each of the tax¬ 
able years 1964 through 1968 would be re¬ 
duced to zero. The remaining amount 
required to be subtracted under section 
824(d)(1)(A), 1 (7 minus 6), would then 
be subtracted from the amount added to the 
account for the taxable year, 7 (an amount 
equal to the protection against loss deduc¬ 
tion for the taxable year 1969), leaving a 
balance of 6 ( 7 minus 1) in the account with 
respect to 1969. No proration of the sub- 
iQe Ction from bhe amount in the account for 
1969 is required under section 824(d) (3) (C) 
ince the entire amount added to the account 
ih 1969 was ’added by reason of section 824 
(a) (1) (A). 

Example (5). Assume the facts are the 
in exam P le ( 4 ). except that X has 
2 s\* e invest ment income of 7 (instead of 
arm!* the taxat >le year 1969. After the 
PP ication of section 824(d) for the taxable 
y r 1969. the results would be as follows: 


FEDERAL REGISTER 


Protection Against Loss Account 



1963 

1964 

1965 

1966 

1967 

1968 

1969 

Balance remaining in 
account with respect 
to each taxable year 
(after application of 
sec. 824(d)).. 

1 

0 

0 

0 

0 

0 

0 


Under the provisions of section 824(d)(1), 
for the taxable year 1969, X would subtract 
15 from its protection against loss account. 
Of this amount, 7 would be attributable to 
the application of section 824(d) (1) (A) (i.e., 
the amount by which the protection against 
loss deduction allowed under section 824(a) 
for the taxable year exceeds the under¬ 
writing gain for the taxable year, or 7 minus 
0), and 8 would be attributable to the ap¬ 
plication of section 824(d)(1)(B) (i.e., the 
amount by which the statutory underwriting 
loss for the taxable year, reduced by the 
amount determined under section 824(d) (1) 
(A), exceeds the taxable investment income 
for the taxable year, or the amount by which 
15 (22 minus 7) exceeds 7). Under section 
824(d) (3) (A) (i), this subtraction would be 
made (on a first-in, first-out basis) from 
amounts in the account with respect to 1964, 
1965, 1966, 1967, 1968, and 1969, in that or¬ 
der. This would reduce the total amount in 
the account with respect to such taxable 
years by 13, and the balance in the account 
with respect to each of the taxable years 
1964 through 1969 would be reduced to zero. 
Under the provisions of section 824(d) (3) (A) 
(ii), the remaining amount required to be 
subtracted under section 824(d)(1), 2 (15 
minus 13), would then be subtracted from 
the amount in the account with respect to 
1963 (i.e., the amount representing one-half 
of the amount added by reason of section 
824(a)(1)(B) which was not required to be 
subtracted from the protection against loss 
account under section 824(d)(1)(D) in 
1968). Thus, the amount in the account 
with respect to 1963 would be reduced to 1 
(3 minus 2). 

Example (6). Assume that Y, a'mutual 
insurance company subject to tax under sec¬ 
tion 821(a), has a protection against loss 
account which reflects the following items 
for the taxable years 1963 through 1968: 


Additions to Protection Against Loss Account 



1963 

1964 

1965 

1966 

1967 

1968 

1 percent of losses incurred.. 

15 

20 

60 

60 

60 

60 

25 percent of underwriting 







gain.... 

60 

20 

40 

50 

45 

45 

Additional deduction for 







concentrated risks. 

0 

0 

5 

5 

0 

0 

Total.. 

75 

40 

105 

115 

105 

105 


Y, in computing mutual insurance company 
taxable income for 1968, is required to sub¬ 
tract from the account with respect to 1963 
the entire amount of 1 percent of losses in¬ 
curred added for 1963 (15) and one-half of 
the underwriting gain (30) added for such 
year. Upon taking into account these sub¬ 
tractions, the balance in the protection 
against loss account with respect to 1963 is 
30 (the one-half remaining in the account 
after the application of section 824(d) (1) 
(D)). 

Assume further, that for the taxable year 
1969, Y has taxable investment income of 50, 
underwriting gain of 80 (premiums earned 
less dividends to policyholders of 5,080, less 
incurred losses of 4,000 and expenses of 
1,000). Under section 824(a), the protection 
against loss deduction for 1969 is 60. After 
applying section 824(c), but before applying 
section 824(d) for 1969, the protection 


against loss account as of the close of 1969 
(after subtracting in 1968 the 45 amount with 
respect to 1963) would be as follows: 


Protection Against Loss Account 



1963 

1964 

1965 

1966 

1967 

1968 

1969 

Additions: 

1 percent of loss in¬ 
curred_ 

0 

20 

60 

60 

60 

60 

40 

25 percent of under¬ 
writing gain_ 

30 

20 

40 

50 

45 

45 

20 

Additional deduc¬ 
tion for concentra¬ 
ted risks_ 

0 

0 

5 

5 

0 

0 

0 








Total with re¬ 
spect to tax¬ 
able year_ 

30 

40 

105 

115 

105 

105 

60 





===== 

— 

Total (as of end 
of each year be¬ 
fore 1969 sub¬ 
tractions) 

30 

70 

175 

290 

395 

500 

560 







After making the addition to the protection 
against loss account for 1969 and obtaining 
the results shown in the table above, Y is 
required to make the subtractions for 1969 
from the account. These subtractions may 
be summarized as follows: 


Subtractions Under Section 824(d) for 1969 


Taxable year with 
respect to which 
amount is subtracted 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

Par. (1) (A) subtrac¬ 
tion... 

0 

0 

0 

0 

0 

0 

0 

Par. (1)(B) subtrac¬ 
tion... 

0 

0 

0 

0 

0 

0 

0 

Par. (1) (C) subtrac¬ 
tion.. 

0 

0 

0 

0 

0 

0 

0 

Par. (1) (D) subtrac¬ 
tion__ 

0 

*30 

0 

0 

0 

0 

0 

Par. (1)(E) subtrac¬ 
tion___ 

0 

0 

0 

0 

0 

0 

12 

Pars. (4) and (5) sub¬ 
traction.. 

0 

0 

0 

0 

0 

0 

0 


*20 represents the amount added for 1964 with reference 
to incurred losses; 10 represents one-half of the amount 
added for 1964 with reference to underwriting gain. 


After determining the subtractions with 
respect to years before 1969, the next step is 
to determine whether any subtraction is re¬ 
quired for the taxable year 1969 under sec¬ 
tion 824(d)(1)(E). Since the total balance 
in the account after the application of sec¬ 
tion 824(d) (other than paragraph (1) (E) 
thereof), 520 (560 minus 30, and excluding 
10 added to the account by reason of the ad¬ 
ditional deduction for protection against 
losses for concentrated windstorm, etc., com¬ 
panies provided by section 824(a)(1)(C)), 
exceeds 10 percent of premiums earned on 
insurance contracts during the taxable year 
less dividends to policyholders, 508 (10 per¬ 
cent of 5,080), Y would be subject to the ceil¬ 
ing on the protection against loss account 
for the taxable year 1969 and would be re¬ 
quired to subtract 12 (the excess of 520 over 
508) from the account under section 824(d) 
(1) (E). Under the provisions of section 
824(d)(3)(B) this subtraction would be 
made only from amounts in the account 
with respect to the taxable year 1969. Under 
the provisions of section 824(d)(3)(C), 
however, since the amount to be subtracted, 
12, is less than the total amount added to 
the account for the taxable year, 60 (40 plus 
20), the subtractions under section 824(d) 
(1) (E) would be applied ratably against each 
of the amounts added to the account for the 
taxable year. Thus, the amount remaining 
in the account with respect to section 824 
(a)(1)(A) for the taxable year 1969, would 
be 32 (40 minus 40/60X12, or 40 minus 8), 
and the amount remaining in the account 
with respect to section 824(a) (1) (B) for the 
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taxable year 1969, would be 16 (20 minus 
20/60X12, or 20 minus 4). 

Based on these facts, Y’s mutual insur¬ 
ance company taxable income for 1969 would 
be 112 (the sum of taxable investment in¬ 
come of 50, plus statutory underwriting in¬ 
come of 20 (underwriting gain minus pro¬ 
tection against loss deduction, or 80 minus 
60), plus subtractions from the protection 
against loss account under section 824(d) 
of 42). 

§ 1.824—2 Termination of taxability un¬ 
der section 821. 

Section 824(d) (4) provides that if the 
taxpayer is not subject to tax under 
section 821 for any taxable year, the en¬ 
tire amount in its protection against loss 
account at the close of the preceding tax¬ 
able year must be subtracted from such 
account in such preceding taxable year 
and included in the company’s mutual 
insurance company taxable income (as 
defined in section 821(b)) for such pre¬ 
ceding taxable year. 

§ 1.824—3 Election to subtract amount 
from protection against loss account. 

(a) In general. Section 824(d)(5) 
provides that a taxpayer subject to the 
tax imposed by section 821(a) for any 
taxable year may elect, in the manner 
provided in paragraph (b) of this sec¬ 
tion, to subtract from its protection 
against loss account the amount which 
would otherwise be in such account at 
the close of such taxable year. The 
amount so subtracted is to be included 
in mutual insurance company taxable 
income (as defined in section 821(d)) for 
the taxable year. 

(b) Manner of making election. The 
election provided by section 824(d) (5) 
and this section shall be made (after the 
close of the taxable year) in a statement 
attached to the taxpayer’s income tax 
return originally filed for the taxable 
year for which such election is to apply 
or to an amended return for such year. 
If the election is made in an amended 
return, such amended return and state¬ 
ment must be filed not later than the 
time prescribed by law for filing the re¬ 
turn (including extensions thereof) for 
the taxable year following such taxable 
year. The statement shall include the 
name and address of the taxpayer, and 
shall be signed by the taxpayer (or his 
duly authorized representative). In ad¬ 
dition, the statement shall indicate that 
the company has elected under section 
824(d)(5) to reduce the balance of its 
protection against loss account to zero 
as of the close of the taxable year and 
shall set forth the amount which would 
have been in such account but for such 
election. 

(c) Scope of election. An election 
made under section 824(d) (5) and this 
section shall be effective only with re¬ 
spect to the taxable year for which the 
election is made. Thus, the company 
must make a new election for each tax¬ 
able year for which such election is to 
apply. If the election allowed by sec¬ 
tion 824(d) (5) and this section has been 
made for any taxable year, it cannot be 
revoked. 

§ 1.825 Statutory provisions; unused 
loss deduction. 

Sec. 825. Unused loss deduction —(a) 
Amount of deduction. For purposes of this 


part, the unused loss deduction for the tax¬ 
able year shall be an amount equal to the 
unused loss carryovers or carrybacks to the 
taxable year. 

(b) Unused loss defined. For purposes of 
this part, the term “unused loss” means, 
with respect to any taxable year, the amount 
(if any) by which— 

(1) The sum of the statutory underwrit¬ 
ing loss and the investment loss, exceeds 

(2) The sum of— 

(A) The taxable investment income, 

(B) The statutory underwriting income, 
and 

(C) The amounts required by section 824 
(d) to be subtracted from the protection 
against loss account. 

(c) Loss year defined. For purposes of 
this part, the term “loss year” means, with 
respect to any company subject to the tax 
imposed by section 821(a), any taxable year 
in which the unused loss (as defined in sub¬ 
section (b)) of such taxpayer is more than 
zero. 

(d) Years to which carried. The unused 
loss for any loss year shall be— 

(1) An unused loss carryback to each of 
the 3 taxable years preceding the loss year, 
and 

(2) An unused loss carryover to each of 
the 5 taxable years following the loss year. 

(e) Amount of carrybacks and carryovers. 
The entire amount of the unused loss for any 
loss year shall be carried to the earliest of 
the taxable years to which such loss may be 
carried. The portion of such loss which 
shall be carried to each of the other taxable 
years shall be the excess (if any) of the 
amount of such loss over the sum of the 
offsets (as defined in subsection (f)) for each 
of the prior taxable years to which such loss 
may be carried. 

(f) Offset defined. For purposes of sub¬ 
section (e), the term “offset” means with 
respect to any taxable year (hereinafter re¬ 
ferred to as the “offset year”) — 

(1) In the case of an unused loss carry¬ 
back from the loss year to the offset year, 
the mutual insurance company taxable in¬ 
come for the offset year; or 

(2) In the case of an unused loss carry¬ 
over from the loss year to the offset year, an 
amount equal to the sum of— 

(A) The amount required to be subtracted 
from the protection against loss account un¬ 
der section 824(d) (1) (C) for the offset year, 
plus 

(B) The mutual insurance company tax¬ 
able income for the offset year. 

For purposes of paragraphs (1) and (2)(B), 
the mutual insurance company taxable in¬ 
come for the offset year shall be determined 
without regard to any unused loss carryback 
or carryover from the loss year or any tax¬ 
able year thereafter. 

(g) Limitations. F*or the purposes of this 
part, an unused loss shall not be carried— 

(1) To or from any taxable year beginning 
before January 1, 1963, 

(2) To or from any taxable year for which 
the insurance company is not subject to the 
tax imposed by section 821(a), nor 

(3) To any taxable year if, between the 
loss year and such taxable year, there is an 
intervening taxable year for which the in¬ 
surance company was not subject to the tax 
imposed by section 821(a). 

[Sec. 825 as added by sec. 8(c), Rev. Act 1962 
(76 Stat. 992)] 

§ 1.825—1 Unused loss deduction; in 
general. 

(a) Amount of deduction. Section 
825(a) provides that the unused loss de¬ 
duction of a mutual insurance company 
subject to the tax imposed by section 
821(a) shall be an amount equal to the 
sum of the unused loss carryovers and 
carrybacks to the taxable year. The 


amount so determined is used in the 
computation of mutual insurance com¬ 
pany taxable income for the taxable 
year. See section 821(b) and § 1.821-4. 

(b) Unused loss defined. Section 
825(b) defines the term “unused loss” as 
the amount (if any) by which— 

(1) The sum of the statutory under¬ 
writing loss (as defined in section 823 
(a)(2)) and the investment loss (as de¬ 
fined in section 822(a) (2) ) exceeds 

(2) The sum of— 

(i) The taxable investment income 
(as defined in section 822(a)(1)), 

(ii) The statutory underwriting in¬ 
come (as defined in section 823(a)(1)), 
and 

(iii) The amounts required to be sub¬ 
tracted from the protection against loss 
account under section 824(d). 

(c) Steps in computation of unused 
loss deduction. The three steps to be 
taken in the ascertainment of the unused 
loss deduction for any taxable year are 
as follows: 

(1) Compute the unused loss for any 
preceding or succeeding taxable year 
from which an unused loss may be car¬ 
ried over or carried back to the taxable 
year. 

(2) Compute the unused loss carry¬ 
overs to the taxable year from such pre¬ 
ceding taxable years and the unused loss 
carrybacks to the taxable year from such 
succeeding taxable years. 

(3) Add such unused loss carryovers 
and carrybacks in order to determine the 
unused loss deduction for the taxable 
year. 

(d) Statement with tax return. 
Every mutual insurance company tax¬ 
able under section 821(a) claiming an 
unused loss deduction for any taxable 
year shall file with its return for such 
year a concise statement setting forth 
the amount of the unused loss deduction 
claimed and all material and pertinent 
facts relative thereto, including a detailed 
schedule showing the computation of the 
unused loss deduction. 

(e) Ascertainment of deduction de¬ 
pendent upon unused loss carryback. If 
a mutual insurance company taxable 
under section 821(a) is entitled in com¬ 
puting its unused loss deduction to a 
carryback which it is not able to ascer¬ 
tain at the time its return is due, it shall 
compute the unused less deduction on 
its return without regard to such unused 
loss carryback. When the company as¬ 
certains the unused loss carryback, it 
may within the applicable period of limi¬ 
tations file a claim for credit or refund 
of the overpayment, if any, resulting 
from the failure to compute the unused 
loss deduction for the taxable year with 
the inclusion of such carryback; or it 
may file an application under the pro¬ 
visions of section 6411 for a tentative 
carryback adjustment. 

(f) Law applicable to computations. 
The following rules shall apply to tax¬ 
able years for which the taxpayer is sub¬ 
ject to the tax imposed by section 
(a) — 

(1) In determining the amount of any 
unused loss carryback or carryover t 
any taxable year, the necessary comp ^' 
tations involving any other taxable ye 
shall be made under the law apphcao 
to such other taxable year. 
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(2) The unused loss for any taxable 
year shall be determined under the law 
applicable to that year without regard 
to the year to which it is to be carried 
and in which, in effect, it is to be deducted 
as part of the unused loss deduction. 

(3) The amount of the unused loss de¬ 
duction which shall be allowed for any 
taxable year shall be determined under 
the law applicable for that year. 

§ 1.825-2 Unused loss carryovers and 
carrybacks. 

(a) Years to which loss may be car - 
Tied —(1) In general. In order to de¬ 
termine its unused loss deduction for any 
taxable year, a mutual insurance com¬ 
pany taxable under section 821(a) must 
first determine the part of any unused 
losses for any preceding or succeeding 
taxable years which are carryovers or 
carrybacks to the taxable year in issue. 
An unused loss is to be an unused loss 
carryback to each of the 3 taxable years 
preceding the loss year, and an unused 
loss carryover to each of the 5 taxable 
years following the loss year, subject to 
the limitations provided in section 825 (g) 
and subparagraph (2) of this paragraph. 

(2) Limitations. An unused loss may 
not be carried — 

(i) To or from any taxable year be¬ 
ginning before January 1,1963, 

(ii) To or from any taxable year for 
which the taxpayer is not subject to the 
tax imposed by section 821(a), nor 

(iii) To any taxable year if, between 
the loss year and such taxable year, there 
is an intervening taxable year for which 
the taxpayer was not subject to the tax 
imposed by section 821(a). 

(3) Periods of less than 12 months. 
A fractional part of a year which is a 
taxable year under sections 441(b) and 
7701(a) (23) is a preceding or a suc¬ 
ceeding taxable year for the purpose of 
determining under section 825 the first, 
second, etc., preceding or succeeding tax¬ 
able year. 

(b) Loss year defined. The term “loss 
year” as used in this section means any 
taxable year for which a company sub¬ 
ject to the tax imposed by section 821(a) 
has an unused loss in excess of zero. 

(c) Amount of carrybacks and carry¬ 
overs. Section 825(e) provides that in 
the case of a loss year for a company 
taxable under section 821(a), the entire 
amount of the unused loss shall be car¬ 
ded to the earliest taxable year to which 
such loss may be carried under section 
825(d) (subject to the limitations of sec¬ 
tion 825(g)). The amount of the unused 
loss carried to each of the other taxable 
years to which such loss may be carried 
under section 825(d) following such 
earliest taxable year shall be the excess 

any) of such loss over the sum of the 
offsets for each taxable year preceding 
the taxable year to which the unused 
loss is carried. 

(d) Offset defined —(1) In general. 
Section 825(f) defines the term “offset” 
and provides that the taxable year to 
w hich an unused loss is carried shall be 
referred to as the “offset year”. The 
definition of the term offset in the case 
of an unused loss carryback to an off- 
se t year, differs from the definition of 
such term in the case of an unused loss 
carryover to an offset year. 
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(2) Offset in case of carryback. In the 
case of an unused loss carryback from 
the loss year to the offset year, the offset 
is the mutual insurance company tax¬ 
able income for the offset year, com¬ 
puted without regard to any unused loss 
carryback from the loss year or any tax¬ 
able year thereafter. 

(3) Offset in case of carryover. In 
the case of an unused loss carryover 
from the loss year to the offset year, the 
offset is equal to the sum of— 

(i) The amount required to be sub¬ 
tracted from the protection against loss 
account under section 824(d)(1)(C) 
(relating to amounts equal to the unused 
loss carryovers to the offset year), plus 

(ii) The mutual insurance company 
taxable income for the taxable year, com¬ 
puted without regard to any unused loss 
carryback or carryover from the loss year 
or any taxable year thereafter. 

§ 1.825—3 Examples. 

The application of section 825 may be 
illustrated by the following examples: 

Example (1). For the taxable year 1967, 
F, a mutual insurance company subject to 
the tax imposed by section 821(a), has the 
following items: 


Taxable investment income_ 1 

Underwriting loss_ 59 

Addition to protection against loss ac¬ 
count _ 8 

Statutory underwriting loss_ 67 


The subtractions from the protection 
against loss account are as foUows: 


Amount subtracted from amounts in ac¬ 
count with respect to taxable years 

1963 through 1966._ 18 

Amount subtracted from amounts in ac¬ 
count with respect to taxable year 
1967 _ 8 

Total subtractions from protection 
against loss account under section 824 
(d) _ 26 


The application of section 825 in this case 
may be illustrated by the facts and results 
shown in the following table and explained 
below: 


Taxable Year 



1963 

1964 

1965 

1966 

1967 

1968 

Protection against loss ac¬ 
count: 

Addition to account dur¬ 
ing taxable year.. 

6 

2 

3 

7 

8 

7 

Subtraction from account 
during taxable year_ 

0 

0 

0 

0 

8 

7 

Protection against loss 
account (at end of 
year). 

6 

2 

3 

7 

0 

0 

Protection against loss 
account (at end of 
taxable year 1968)_ 

0 

0 

0 

0 

0 

0 

Unused loss.-. 

0 

0 

0 

0 

40 

0 

Unused loss carryback_ 

0 

40 

35 

25 

0 

0 

Unused loss carryover. 

0 

0 

0 

0 

0 

18 

Unused loss deduction. 

0 

40 

35 

25 

0 

18 

Mutual insurance company 
taxable income (com¬ 
puted without regard to 
unused loss)... 

13 

6 

10 

7 

0 

2 

Mutual insurance company 
taxable income (com¬ 
puted with regard to un¬ 
used loss). 

13 

0 

0 

0 

0 

0 

Offset for year. 

0 

6 

10 

7 

0 

9 

Offset total. 

0 

5 

15 

22 

22 

31 


1967: Under the provisions of section 825 
(b), F’s unused loss for 1967 is 40, the 
amount by which the sum of the statutory 
underwriting loss and the investment loss, 
67 (67 plus 0), exceeds the sum of the tax¬ 
able investment income, the statutory un¬ 
derwriting income, and the amounts required 
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to be subtracted from the protection against 
loss account under section 824(d) for the 
taxable year, 27 (the sum of 1, 0, and 26, 
respectively). 

1967 carryback to 1964: Under the provi¬ 
sions of section 825(e), the entire unused 
loss for 1967 of 40 is carried back to 1964, 
the earliest year to which the loss may be 
carried under section 825(d). Since there 
are no other amounts carried to 1964, the 
unused loss deduction for 1964 is 40. Thus, 
after taking the unused loss deduction into 
account, the mutual insurance company tax¬ 
able income for 1964 is zero, and the offset 
for 1964 is 5 (the mutual insurance company 
taxable income for 1964 determined with¬ 
out regard to the unused loss carryback from 
1967 or any year thereafter). 

1967 carryback to 1965: The portion of the 
unused loss for 1967 which is carried back to 
1965 is 35 (40 minus 5, the offset for 1964). 
After taking the unused loss deduction into 
account, the mutual insurance company tax¬ 
able income for 1965 is zero. The offset for 
1965 is 10, the mutual insurance company 
taxable income for 1965 determined without 
regard to any unused loss carryback from 
1967 or any year thereafter. 

1967 carryback to 1966: The portion of the 
unused loss for 1967 which is carried back 
to 1966 is 25. This amount is the excess of 
the unused loss for 1967 of 40 over the sum 
of the offset for 1964 (5) and the offset for 
1965 (10). As a result of the unused loss 
deduction the mutual insurance company 
taxable income for 1966 is reduced to zero. 
The offset for 1966 is 7. 

1967 carryover to 1968: Under the provi¬ 
sions of section 825(d), the portion of the 
unused loss for 1967 which is carried forward 
to 1968 is 18 (40 minus the sum of 5, 10, and 
7, the offsets for 1964, 1965, and 1966, re¬ 
spectively). Under section 825(f)(2), this 
amount is first applied against any amounts 
in the protection against loss account at the 
end of 1968, and is then applied against the 
mutual insurance company taxable inc6me 
for 1968 (computed without regard to any 
unused loss carryovers or carrybacks from 
1967 or any taxable year thereafter). Thus, 
assuming that there are no other subtrac¬ 
tions from its protection against loss account 
under section 824(d) for 1968, F’s protection 
against loss account of 7 is reduced to zero 
by reason of the subtraction under section 
824(d) (1) (C). The remaining portion of the 
unused loss for 1967 which is carried to 1968, 
11 (18 minus 7, the amount of the unused 
loss carryover to 1968 which is subtracted 
from the protection against loss account 
under section 824(d)(1)(C)), is then ap¬ 
plied against the mutual insurance company 
taxable income for 1968 computed without 
regard to any unused carryback or carryover 
from the loss year (1967) or any taxable year 
thereafter. After the application of the 
unused loss deduction for 1968, the mutual 
insurance company taxable income for 1968 
is zero. The offset for 1968 is 9, the sum of 
the amount required to be subtracted from 
the protection against loss account under 
section 824(d)(1)(C) for 1968 (7), plus the 
mutual insurance company taxable income 
for 1968, determined without regard to any 
unused loss carryover or carryback from 1967 
or any year thereafter (2). The remaining 9 
of the unused loss for 1967 (40 minus the 
sum of 5, 10, 7, and 9, the offsets for 1964, 
1965, 1966, and 1968, respectively), is carried 
forward to 1969, and to the extent not used 
in that year or any year thereafter, may be 
carried forward to 1970, 1971, and 1972, in 
that order. 

Example (2). If in example (1) F had an 
unused loss in 1966 of 22, then, with respect 
to F’s 1967 unused loss of 40, the offset for 
1964 would be zero; the offset for 1965 would 
be 6—the 1965 mutual insurance company 
taxable income of 10 less an unused loss 
carryback of 4 from 1966 (the 1966 unused 
loss of 22 minus the 1963 offset of 13 and 
the 1964 offset of 5); the offset for the loss 
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year 1966 would be zero, and 34 (the 1967 
unused loss of 40 minus the offset for 1965 
of 6) would remain as an unused loss carry¬ 
over to 1968, 1969, 1970, 1971, 1972, in that 
order. Thus, the unused loss carrybacks or 
carryovers to an offset year are applied 
against the mutual insurance company tax¬ 
able income for such year in the order in 
which the losses occurred, with the earliest 
loss being offset first. 

Example (3). For the taxable year 1963, 
M, a mutual insurance company subject to 
tax imposed by section 821(a), has an un¬ 
used loss (as defined in section 825(b)) of 
$65,000. Under section 825(g), the loss may 
not be carried back to any taxable year be¬ 
ginning before 1963. However, the loss may 
be carried forward to each of the 5 taxable 
years following 1963 provided that for each 
of such succeeding taxable years M is sub¬ 
ject to the tax imposed by section 821(a). 

Example (4). Assume the facts are the 
same as in example (3), except that for the 
taxable year 1964, the gross amount received 
by M from the items described in section 
822(b) (other than paragraph (1) (D) there¬ 
of) and premiums (including deposits and 
assessments) exceeds $150,000 but does not 
exceed $500,000. If M does not make the 
election under section 821(d) (relating to 
election to be taxed under section 821(a)) 
for 1964, M’s 1963 unused loss of $65,000 will 
not be allowed as an unused loss carryover 
or carryback since, by reason of section 825 
(g) (3), the unused loss may not be carried 
to any taxable year if, between the loss year 
and such taxable year, there is an interven¬ 
ing taxable year for which the insurance 
company was not subject to the tax imposed 
by section 821(a), and by reason of section 
825(g) (1), the unused loss may not be car¬ 
ried to any taxable year beginning before 
1963. 

§ 1.826 Statutory provisions; election 
by reciprocal. 

Sec. 826. Election by reciprocal —(a) In 
general. Except as otherwise provided in 
this section, any mutual insurance company 
which is an interinsurer or reciprocal under¬ 
writer (hereinafter in this section referred 
to as a “reciprocal") subject to the taxes im¬ 
posed by section 821(a) may, under regula¬ 
tions prescribed by the Secretary or his dele¬ 
gate, elect to be subject to the limitation 
provided in subsection (b). Such election 
shall be effective for the taxable year for 
which made and for all succeeding taxable 
years, and shall not be revoked except with 
the consent of the Secretary or his delegate. 

(b) Limitation. The deduction for 
amounts paid or incurred in the taxable 
year to the attorney-in-fact by a reciprocal 
making the election provided in subsection 
(a) shall be limited to, but in no case in¬ 
creased by, the deductions of the attorney- 
in-fact allocable, in accordance with regula¬ 
tions prescribed by the Secretary or his dele¬ 
gate, to the income received by the attorney- 
in-fact from the reciprocal. 

(c) Exception. An election may not be 
made by a reciprocal under subsection (a) 
unless the attorney-in-fact of such recipro- 

(1) Is subject to the taxes imposed by 
section 11 (b) and (c); 

(2) Consents in such manner as the Secre¬ 
tary or his delegate shall prescribe by regula¬ 
tions to make available such information as 
may be required during the period in which 
the election provided in subsection (a) is in 
effect, under regulations prescribed by the 
Secretary or his delegate; 

(3) Reports the income received from the 
reciprocal and the deductions allocable there¬ 
to under the same method of accountng un¬ 
der which the reciprocal reports deductions 
for amounts paid to the attorney-in-fact; 
and 

(4) Files its return on the calendar year 
basis. 


(d) Special rule. In applying section 824 
(d) (1) (D), any amount which was added to 
the protection against loss account by rea¬ 
son of an election under this section shall 
be treated as having been added by rea¬ 
son of section 824(a)(1)(A). 

(e) Credit. Any reciprocal electing to be 
subject to the limitation provided in sub¬ 
section (b) shall be credited with so much 
of the tax paid by the attorney-in-fact as is 
attributable, under regulations prescribed by 
the Secretary or his delegate, to the income 
received by the attorney-in-fact from the 
reciprocal in such taxable year. 

(f) Surtax exemption denied. Any in¬ 
crease in taxable income of a reciprocal at¬ 
tributable to the limitation provided in 
subsection (b) shall be taxed without regard 
to the surtax exemption provided in section 
821(a)(2). 

(g) Adjustment for refund. If for any 
taxable year an attorney-in-fact is allowed 
a credit or refund for taxes paid with respect 
to which credit or refund to the reciprocal 
resulted under subsection (e), the taxes of 
such reciprocal for such taxable year shall be 
properly adjusted under regulations pre¬ 
scribed by the Secretary or his delegate. 

(h) Taxes of attorney-in-fact unaffected. 
Nothing in this section shall increase or de¬ 
crease the taxes imposed by this chapter on 
the income of the attorney-in-fact. 

[Sec. 826 as added by sec. 8(c), Rev. Act 
1962 (76 Stat. 992)] 

§ 1.826—1 Election by reciprocal under¬ 
writers and interinsurers. 

(a) In general. Except as otherwise 
provided in section 826(c), any mutual 
insurance company which is an interin¬ 
surer or reciprocal underwriter taxable 
under section 821(a) may elect under 
section 826(a) to limit its deductions for 
amounts paid or incurred to its attorney- 
in-fact to the deductions of its attorney- 
in-fact which are allocable to income re¬ 
ceived by the attorney-in-fact from the 
reciprocal during the taxable year. See 
§ 1.826-4 for rules relating to allocation 
of expenses. In no case may such an 
election increase the amount deductible 
by the reciprocal for amounts paid or due 
its attorney-in-fact for the taxable year. 
The election allowed by section 826(a) 
and this section in effect increases the 
income of the reciprocal by the net in¬ 
come of the attorney-in-fact attributable 
to its business with the reciprocal. A 
reciprocal making the election is allowed 
a credit for the amount of tax paid by 
the attorney-in-fact for the taxable year 
which is attributable to income received 
by the attorney-in-fact from the recipro¬ 
cal. See section 826(e) and § 1.826-5. 

(b) Companies eligible to elect under 
section 826(a). Any mutual insurance 
company which is a reciprocal under¬ 
writer or interinsurer subject to the tax 
imposed by section 821(a) may elect (in 
the manner prescribed by paragraph (c) 
of this section) to be subject to the limi¬ 
tation provided by section 826(b) and 
paragraph (a) of this section provided 
the attorney-in-fact of the electing 
reciprocal— 

(1) Is subject to the taxes imposed by 
section 11 (b) and (c) and the regula¬ 
tions thereunder; 

(2) Consents (in the manner provided 
by paragraph (a) of § 1.826-3) to pro¬ 
vide the information required under 
paragraph (b) of § 1.826-^3 during the pe¬ 
riod in which the election made under 


section 826(a) and this section is in 
effect; 

(3) Reports the income received from 
the reciprocal and the deductions allo¬ 
cable thereto under the same method of 
accounting used by the reciprocal in re¬ 
porting its deductions for amounts paid 
or due its attorney-in-fact; and 

(4) Files its income tax return on a 
calendar year basis. 

(c) Manner of making election . The 
election provided by section 826(a) and 
this section shall be made in a statement 
attached to the taxpayer’s income tax 
return for the first taxable year for 
which such election is to apply. The 
statement shall include the name and 
address of the taxpayer, shall be signed 
by the taxpayer (or its duly authorized 
representative), and shall be filed not 
later than the time prescribed by law for 
filing the income tax return (including 
extensions thereof) for the first taxable 
year for which such election is to apply. 
For information required of an electing 
reciprocal, see paragraph (e) of this 
section. 

(d) Scope of election. The election 
allowed by section 826(a) is binding for 
the taxable year for which made and all 
succeeding taxable years unless the Com¬ 
missioner consents to a revocation of 
such election. Whether revocation will 
be permitted will depend upon the facts 
and circumstances of each particular 


case. 

(e) Information required of an electing 
company. Every reciprocal underwriter 
or interinsurer making the election pro¬ 
vided by section 826(a) and this section 
shall, in the manner provided by para¬ 
graph (f) of this section, furnish the 
following information for each taxable 
year during which such election is in 

(1) The name and address of the at¬ 
torney-in-fact with respect to which the 
election allowed by section 826(a) ana 
this section is in effect; the district in 
which such attorney-in-fact filed its re¬ 
turn for the taxable year; and a copy of 
the consent required by section 826 ana 
§ 1.826-3 and the date and district in 
which such consent was filed; 

(2) The deductible amount paid or aae 
to such attorney-in-fact from the recip¬ 
rocal computed without regard to tne 
limitation provided by section 82b 

(3) The total amount claimed as a ad¬ 

duction by the reciprocal for amounts 
paid to its attorney-in-fact after giving 
effect to the limitation provided by sec¬ 
tion 826(b); . 

(4) The amount of the increase ( 
any) in underwriting gain (as denn 
in section 824(a)) attributable to me 
election allowed by section 826(a); 

(5) The amount of the increase 
any) in the deduction allowed by sectio 
824(a) (relating to deduction to pro 

protection against losses) attrib 
to the election allowed by section • 

(6) The amount of any increase or a 

crease in the statutory underwriting 
come or loss for the taxable year (as con 
puted under section 823) attributaDie 
to the election allowed by section 82 ’ 

(7) The amount of any increase 
crease in the mutual insurance co P ^ 
taxable income or unused loss 
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taxable year attributable to the election 
allowed by section 826(a); 

(8) The amount of the increase (if 
any) in the tax liability of the reciprocal 
for the taxable year attributable to the 
election allowed by section 826(a) before 
taking into account the credit provided 
by section 826(e); 

(9) The amount of tax attributable to 
income received by the attorney-in-fact 
from the reciprocal during the taxable 
year (as determined under § 1.826-5) 
claimed (under section 826(e) and para¬ 
graph (a) of this section) by the recip¬ 
rocal as a credit for the taxable year; and 

(10) The information which the at- 
torney-in-fact is required to submit to 
the reciprocal under paragraphs (b) and 
(c) of § 1.826-3. 

(f) Manner in which information is 
to be provided. The information re¬ 
quired by paragraph (e) of this section 
shall be set forth in a statement at¬ 
tached to the taxpayer’s income tax re¬ 
turn for each taxable year for which such 
information is required. Such state¬ 
ment shall include the name and address 
of the taxpayer; and shall be filed not 
later than the date prescribed by law 
(including extensions thereof) for filing 
the income tax return for the taxable 
year with respect to which such infor¬ 
mation is being provided. 

§ 1.826-2 Special rules applicable to 
electing reciprocals. 

(a) Protection against loss account. 
Section 826(d) provides that for pur¬ 
poses of determining the amount to be 
subtracted from the protection against 
loss account under section 824(d) (1) (D) 
and the regulations thereunder (relating 
to amounts added to the account for the 
fifth preceding taxable year) for any 
taxable year, any amount which was 
added to such account by reason of the 
election under section 826(a) and para¬ 
graph (a) of § 1.826-1 shall be treated as 
having been added by reason of section 
824(a) (1) (A) and the regulations there¬ 
under (relating to amounts equal to 1 
percent of losses incurred during the tax¬ 
able year). ^Thus, no amount added to 
the protection against loss account by 
reason of an election made under section 
826(a) may remain in such account be¬ 
yond the end of the fifth taxable year 
following the taxable year with respect 
to which such amount was added. See 
section 824 (d) (1) (D) and paragraph 

(b)(3) of § 1.824-1. The amount added 
to the protection against loss account by 
reason of an election under section 826 
(a) is that amount which is equal to 25 
Percent (plus, in the case of a reciprocal 
which qualifies as a concentrated risk 
company under section 824(a), so much 
°f the concentrated wind-storm, etc., 
Premium percentage as exceeds 40 per¬ 
cent) of the amount by which— 

(1) The underwriting gain (as defined 
by section 824(a)(1)) computed after 
taking into account the limitation pro¬ 
ved by section 826(b) and § 1.826-1, 
ex ceeds 

(2) The underwriting gain computed 
without regard to the limitation provided 
Dy section 826(b) and § 1.826-1. 

(b) Denial of surtax exemption. Sec- 

°h 826(f) provides that the tax im¬ 


posed upon any increase in the mutual 
insurance company taxable income of a 
reciprocal which is attributable to the 
limitation provided by section 826(b) 
shall be computed without regard to 
the $25,000 surtax exemption provided 
by section 821(a) (2) and the regulations 
thereunder. Thus, a company making 
the election provided under section 826 
(a) will be subject to surtax, as well as 
normal tax, on the increase in its mutual 
insurance company taxable income for 
the taxable year which is attributable 
to such election. Similarly, any amount 
which was added to the protection 
against loss account by reason of an 
election under section 826(a) and § 1.- 
826-1, and which is subtracted from such 
account in accordance with section 826 
(d) and paragraph (a) of this section, 
will be subject to surtax, as well as 
normal tax, to the extent such amount 
increases mutual insurance company 
taxable income in the year in which the 
subtraction is made. Furthermore, the 
company will be subject to surtax on 
such increases notwithstanding the fact 
that it may have no normal tax liability 
for the taxable year, because its mutual 
insurance company taxable income 
(after giving effect to the election pro¬ 
vided by section 826(a)) does not exceed 
$ 6 , 000 . 

(c) Adjustment for refunds. Section 
826(g) provides that if for any taxable 
year an attorney-in-fact is allowed a 
credit or refund for taxes paid with re¬ 
spect to which credit or refund to the 
reciprocal resulted under section 826(e), 
the taxes of such reciprocal for such tax¬ 
able year shall be properly adjusted. The 
reciprocal shall make the adjustment re¬ 
quired by section 826(g) by increasing 
its income tax liability for its taxable 
year in which the credit or refund is al¬ 
lowed to the attomey-in-fact by the 
amount of such credit or refund which 
is attributable to taxes paid by the at¬ 
torney-in-fact on income received from 
the reciprocal, as determined under 
§ 1.826-6, but only to the extent that the 
payment of such amount by the attor- 
ney-in-fact resulted in a credit or refund 
to the reciprocal. However, if the refund 
or credit to the attorney-in-fact is the 
result of an error in determining its items 
of income or deduction for the taxable 
year with respect to which the refund or 
credit is allowed, and such error affects 
the amount of deductions allocable to its 
reciprocal for such taxable year, then, 
if the reciprocal’s period for filing an 
amended return has not otherwise ex¬ 
pired, the preceding sentence shall not 
apply and the reciprocal shall make the 
adjustment required by section 826(g) 
by filing an amended return for such 
taxable year and all subsequent taxable 
years for which an adjustment is re¬ 
quired. The reciprocal’s amended return 
or returns shall give effect to the change 
in the deductions of the attomey-in-fact 
allocable to income received from the 
reciprocal and the tax paid by the at- 
torney-in-fact attributable to such in¬ 
come. The amount of any adjustment 
required by section 826(g) and this sec¬ 
tion and the computation thereof shall 
be set forth in a statement attached to 


and filed with the taxpayer’s income tax 
return for the taxable year for which the 
adjustment is made. Such statement 
shall include the name and address of 
the taxpayer, and a copy of the notifica¬ 
tion received by the attorney-in-fact in¬ 
dicating that it has been allowed the 
credit or refund requiring adjustment of 
the reciprocal’s taxes. 

§ 1.826—3 Attorney-in-fact of electing 
reciprocals. 

(a) Manner of making consent. Sec¬ 
tion 826(c) (2) provides that a reciprocal 
may not elect to be subject to the limi¬ 
tation provided by section 826(b) unless 
its attorney-in-fact consents to make 
certain information available. See 
paragraph (b) of this section. The at- 
torney-in-fact of a reciprocal making 
the election provided by section 826(a) 
shall signify the consent required by sec¬ 
tion 826(c) in a statement attached to 
its income tax return for the first tax¬ 
able year for which the reciprocal’s 
election is to apply. Such statement 
shall include the name and address of 
the consenting taxpayer; the name and 
address of the reciprocal with respect to 
which such consent is to apply; shall 
be signed by the taxpayer (or its duly 
authorized representative); and shall be 
filed not later than the date prescribed 
by law (including extensions thereof) 
for filing the income tax return for the 
first taxable year for which such consent 
is to apply. In addition, such statement 
shall specify that the taxpayer is subject 
to the taxes imposed by section 11 (b) 
and (c); the method of accounting used 
in reporting income received from its 
reciprocal and the deductions allocable 
thereto; and that its return is filed on 
the calendar year basis. Consent, once 
given, shall be irrevocable for the period 
during which the election provided for 
the reciprocal by section 826(a) is in 
effect. See paragraph (e) of § 1.826-1. 

(b) Information required of consent¬ 
ing attorney-in-fact. Every attorney- 
in-fact making the consent provided by 
section 826(c) (2) and paragraph (a) of 
this section shall, in the manner pre¬ 
scribed by paragraph (c) of this section, 
furnish the following information for 
each taxable year during which the con¬ 
sent provided by section 826(c)(2) and 
paragraph (a) of this section is in effect: 

(1) The name and address of the re¬ 
ciprocal with respect to which the con¬ 
sent required by section 826(c)(2) and 
paragraph (a) of this section is to apply; 

(2) Gross income in total and by 
sources, adjusted for returns and allow¬ 
ances; 

(3) Deductions (itemized to the same 
extent as on taxpayer’s income tax re¬ 
turn and accompanying schedules) al¬ 
locable to each source of gross income 
and in total (see § 1.826-4); 

(4) Method of allocation used in sub- 
paragraph (3) of this paragraph; 

(5) Taxable income (if any) in total 
and by sources, as in subparagraph (2) 
of this paragraph (income by sources 
from subparagraph (2) of this paragraph 
minus expenses allocable thereto under 
subparagraph (3) of this paragraph); 

(6) Total income tax liability (if any) 
for the taxable year; 
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(7) Taxes paid attributable (under 
§ 1.826-5) to income earned by the tax¬ 
payer in dealing with the reciprocal; 

(8) Such other information as may be 
required by the district director. 

(c) Manner in which information is to 
he provided. (1) The information re¬ 
quired by paragraph (b) of this section 
shall be set forth in a statement attached 
to the taxpayer’s income tax return for 
each taxable year for which the consent 
provided by section 826(c) (2) and para¬ 
graph (a) of this section is in effect. 
Such statement shall include the name 
and address of the taxpayer, and shall be 
filed not later than the date prescribed 
by law (including extensions thereof) for 
filing the income tax return for each 
taxable year for which such information 
is required. 

(2) A copy of the statement contain¬ 
ing the information required by para¬ 
graph (b) of this section shall be sub¬ 
mitted to the board of advisors (or other 
comparable body) of the reciprocal on 
whose behalf the consent provided un¬ 
der section 826(c) (2) is given. The 
copy shall be executed in the same man¬ 
ner as the original and shall be delivered 
to such board not later than 10 days 
before the last date prescribed by law 
(including extensions thereof) for filing 
the reciprocal’s income tax return for 
the taxable year for which the infor¬ 
mation is required unless the attorney- 
in-fact establishes to the satisfaction of 
the district director that the failure to 
furnish such copy or the failure to fur¬ 
nish such copy within the prescribed 10 
day period was due to circumstances be¬ 
yond its control. In addition, there shall 
be attached to and made a part of such 
copy, a copy of the income tax return of 
the attorney-in-fact (including accom¬ 
panying schedules) for each taxable year 
for which such statement is required. 

§ 1.826—4 Allocation of expenses. 

An attorney-in-fact allocating ex¬ 
penses as required by section 826(b) and 
paragraph (b) of § 1.826-3 shall allocate 
each expense itemized in its income tax 
return (and accompanying schedules) 
for the taxable year to each source of 
gross income (as set forth pursuant to 
paragraph (b)(2) of § 1.826-3). How¬ 
ever, no portion of the net operating loss 
deduction allowed by section 172 shall 
be allocated to income received or due 
from the reciprocal, and no expenses, 
other than those directly related thereto, 
shall be allocated to capital gains. 
Where the method of allocation used by 
the taxpayer does not reasonably reflect 
the expenses of the taxpayer allocable to 
income received or due from the recip¬ 
rocal, the district director may require 
the taxpayer to use such other method of 
allocation as is reasonable under the cir¬ 
cumstances. 

§ 1.826—5 Attribution of tax. 

(a) In general. Section 826(e) pro¬ 
vides that a reciprocal making the elec¬ 
tion allowed by section 826(a) shall be 
credited with so much of the tax paid by 
the attorney-in-fact as is attributable to 
the income received by the attorney-in- 
fact from the reciprocal in such taxable 
year. 


(b) Computation. For purposes of 
section 826(e) and paragraph (a) of this 
section, the amount of tax attributable 
to income received by the attorney-in- 
fact from the reciprocal in the taxable 
year shall be computed in the following 
manner: 

(1) First, compute the taxable income 
(if any) from each source of gross in¬ 
come set forth in paragraph (b) (2) of 
§ 1.826-3 by deducting from each such 
amount the expenses allocable thereto 
under § 1.826-4; 

(2) Second, compute the normal tax 
on each amount of taxable income com¬ 
puted in subparagraph (1) of this para¬ 
graph at the rate provided by section 
11(b) of the Code; 

(3) Third, deduct from each amount 
determined in subparagraph (1) of this 
paragraph an amount which bears the 
same proportion to the surtax exemption 
provided by section 11(c) of the Code as 
each amount computed under subpara¬ 
graph (1) of this paragraph bears to the 
total of the amounts computed under 
subparagraph (1) of this paragraph; 

(4) Fourth, compute the surtax on 
each remainder computed in subpara¬ 
graph (3) of this paragraph at the rate 
provided by section 11(c) of the Code; 

(5) Fifth, add the normal tax com¬ 
puted under subparagraph (2) of this 
paragraph to the surtax computed under 
subparagraph (4) of this paragraph for 
each amount computed under subpara¬ 
graph (1) of this paragraph; 

(6) Sixth, deduct from each amount 
of tax computed under subparagraph (5) 
of this paragraph any tax credits (other 
than those arising from payments made 
with respect to the tax liability for the 
taxable year or other taxable years) 
allocable (in the same manner as pro¬ 
vided for expenses under § 1.826-4) to 
such amount; 

(7) Seventh, compute that amount 
which bears the same proportion to the 
tax actually paid with respect to the 
taxable year as each individual amount 
computed under subparagraph (6) of 
this paragraph bears to the total of the 
amounts computed under subparagraph 
(6) of this paragraph. The amount so 
determined with respect to each amount 
computed under subparagraph (6) of 
this paragraph is the tax paid which is 
attributable to the amount computed 
under subparagraph (1) of this para¬ 
graph. 

To the extent the amounts determined 
under subparagraph (1) of this para¬ 
graph are attributable to amounts re¬ 
ceived from the reciprocal for the tax¬ 
able year, the tax attributable to such 
amounts (as determined under subpara¬ 
graph (7) of this paragraph) shall be 
the amount of tax attributable to income 
received by the attorney-in-fact from 
the reciprocal during the taxable year. 

(c) Taxes of attorney-in-fact unaf¬ 
fected. Nothing in section 826 or the 
regulations thereunder shall increase or 
decrease the taxes imposed on the in¬ 
come of the attorney-in-fact. 

§ 1.826—6 Credit or refund. 

(a) Notification required. In any 
case where a taxpayer applies for a 
credit or refund of taxes paid by it in 


respect of a taxable year for which the 
taxpayer was the consenting attorney- 
in-fact of a reciprocal making the elec¬ 
tion provided by section 826(a), such 
taxpayer shall give written notice to its 
reciprocal for such taxable year, first, 
upon applying for the credit or refund; 
and again, within 10 days from the date 
on which a final determination is made 
that such credit or refund has been al¬ 
lowed or denied. 

(b) Notice form. The notices re¬ 
quired by this section shall include the 
name and address of the taxpayer and 
shall be signed by the taxpayer or its duly 
authorized representative. In addition, 
there shall be attached to and made a 
part of each first notice a concise state¬ 
ment of the claim upon which the appli¬ 
cation for refund or credit is based; and 
there shall be attached to and made a 
part of each second notice: 

(1) A copy of the notification (if any) 
received by the taxpayer indicating that 
the credit or refund has been allowed; 
and 

(2) A statement setting forth the 
amount of such credit or refund at¬ 
tributable to taxes paid by the taxpayer 
on income received from the reciprocal, 
and the computation by which such 
amount was determined. 

(c) Manner of apportioning refund or 
credit. The taxpayer shall determine the 
amount of the refund or credit attributa¬ 
ble to taxes paid on income received from 
its reciprocal by reallocating its income 
and expense items for the taxable year, 
with respect to which the refund or credit 
is allowed, in the manner provided by 
§§ 1.826-3 and 1.826-4 so as to reflect the 
adjustments (if any) in such items which 
resulted in the credit or refund of tax 
for the taxable year. The taxpayer shall 
then recompute the tax attributable to 
income received from its reciprocal for 
such taxable year in the manner pro¬ 
vided by § 1.826-5. The district director 
may require such additional information 
as may be necessary in the circumstances 
to verify the computations required by 
this paragraph. 

§ 1.826—7 Examples. 

The application of section 826 may be 
illustrated by the following examples: 

Example (1). For the taxable year 1963, 
R, a recfprocal underwriter subject to the 
taxes imposed by section 821(a), has the 
following items (determined before applying 
any election under section 826) : 

Gross income under sec. 832-578 

Gross investment income_ 50 

Deductions under sec. 832 (as modified 
by sec. 823(b)): 

Deduction for amounts paid by R 
to attorney-in-fact A- 100 

All other deductions_500 

Total deductions under sec. 

832_ 600 

Deductions under sec. 822(c)- * 

Incurred losses_ 4U . 

Protection against loss deduction- 

Underwriting gain_ 

Mutual insurance company taxable 

income_ 22 

Unused loss_ Q 

Credit or refund for taxes paid- 

Assume that the deductions of attorney-i£" 
fact A allocable to the income received oy 
A from R are 60 and the tax paid by 
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allocable to the income received from R is 
16 If R elects to be subject to the limita¬ 
tion provided in section 826(b), the results 
for 1963 would be as follows: 


Gross income under sec. 832- 578 

Gross investment income- 50 

Deductions under sec. 832 (as modified 
by sec. 823(b)): 

Deduction for amounts paid by R 

to attorney-in-fact A- 60 

All other deductions-500 

Total deduction under sec. 

832 _560 

Deductions under sec. 822 (c)- 40 

Incurred losses---400 

Underwriting gain- 8 

Protection against loss deduction- 6 

Mutual insurance company taxable 

income - 12 

Unused loss - 0 

Credit or refund for taxes paid- 16 


Under the provisions of section 826(b), R’s 
deduction for amounts paid or incurred to 
the attorney-in-fact in the taxable year 1963 
would be limited to the deductions of A 
allocable to the income received by A from 
R. Thus, R’s deductions under section 832 
(as modified by section 823(b)) for 1963 
would be 60 (the deductions of A which are 
allocable to the income received by A from 
R). As a result of making the election 
under section 826(a) for the taxable year 
1963, R’s underwriting gain would be 8, and 
its statutory underwriting income would be 
2 (the underwriting gain of 8 minus the pro¬ 
tection against loss deduction of 6—of which 
4 represents the amount determined under 
section 824(a)(1)(A)—and 2 represents the 
amount determined under section 824(a) (1) 
(B) —or 8 minus 6). R’s mutual insurance 
company taxable income for 1963 would be 
12, consisting of taxable investment income 
of 10 (gross investment income minus de¬ 
ductions under section 822(c), or 50 minus 
40) plus statutory underwriting income of 2. 
Since all of R’s mutual insurance company 
taxable income of 12 is attributable to the 
limitation under section 826(b), the entire 
amount is subject to the surtax under sec¬ 
tion 821(a) (2) without regard to the $25,000 
surtax exemption. The credit of 16, repre¬ 
senting that part of the tax paid by A which 
is allocable to the income received by A 
from R, may be applied by R against its 
taxes with respect to its mutual insurance 
company taxable income of 12 for 1963, and 
R would be entitled to a refund of any excess 
of the amount of such credit over its tax 
liability for 1963. 

Under the provisions of section 826(d), 
no portion of the amount added to the pro¬ 
tection against loss account in 1963 by rea¬ 
son of the election under section 826(a), 2 
(25 percent of the amount by which the con¬ 
solidated underwriting gain exceeds 25 per¬ 
cent of the underwriting gain determined 
without regard to the election under section 
826(a), or the amount by which 25 percent 
of 8 exceeds 25 percent of 0), may remain in 
such account beyond the taxable year 1968. 

Example (2). For the taxable year 1963, 
P is a corporate attorney-in-fact subject to 
the taxes imposed by section 11 (b) and (c) 
of the Code. F files its return on the calen¬ 
dar year basis and reports income received 
from its reciprocal and the deductions al¬ 
locable thereto under the same method of 
accounting used by its reciprocal in report¬ 
's its deductions for amounts paid to F. 
f* Properly consents to provide the informa¬ 
tion required by paragraph (b) of § 1.826-3. 

addition to its attorney-in-fact business, 
p owns real estate for investment purposes, 
and operates a real estate management serv¬ 
ice. For the taxable year 1963, F has gross 
hcome from these various sources as follows: 


Attorney-in-fact fees_$85, 000 

Real estate management fees_ 18, 000 

Rental income_ 25, 000 


F allocates its expenses for the taxable year 
on the basis of their direct relation to each 
source of income. During 1963, F acquired 
property for use in its attorney-in-fact oper¬ 
ations which entitled F to an investment 
credit of $800 under section 38. For 1963, F 
determines that the tax paid by it which is 
attributable to its reciprocal is $21,863, com¬ 
puted as follows: 



Attor¬ 

ney-in- 

fact 

fees 

Real 

estate 

man¬ 

age¬ 

ment 

Rental 

income 

Total 

Gross income_ 

$85,000 

$18,000 

$25,000 

$128,000 

Allocable expenses.. - 

25,000 

3,000 

35,000 

63,000 

Taxable income 





(loss).. 

CO, 000 

15,000 

(10,000) 

65,000 

Normal tax (30 per¬ 





cent)-- 

18,000 

4,500 

0 

19,500 

Surtax exemption_ 

20,000 

5,000 

C 

25,000 

Income subject to 





surtax_ 

40,000 

10,000 

0 

40,000 

Surtax (22 percent). 

8,800 

2,200 

0 

8,800 

Total tax_ 

26,800 

6,700 

0 

28,300 

Investment credit— 

800 

0 

0 

800 

1963 tax liability. 

26,000 

6,700 

0 

27,500 

1963 tax paid _. _ 




27,500 

Allocation of tax 




paid_ 

21,863 

5,637 

0 

27,500 


Under paragraph (b)(1) of § 1.826-5, F com¬ 
putes its taxable income from its attorney- 
in-fact fees to be $60,000 ($85,000 minus 
$25,000), and its taxable income from its real 
estate management to be $15,000 ($18,000 
minus $3,0®)). Since F’s rental operations 
resulted in a $10,000 loss for the taxable year 
($25,000 minus $35,000), F’s taxable income 
from its rental operations is zero. Using the 
30 percent rate provided by section 11(b), 
F computes its normal tax to be $18,000 on its 
attorney-in-fact fees and $4,500 on its real 
estate management operations. F’s normal 
tax on total income is $19,500. The $3,000 
difference between the normal tax on F’s 
total income and the normal taxes on F’s 
profitable operations results from the loss on 
F’s rental operations. Under paragraph (b) 
(3) of § 1.826-5, F allocates its surtax exemp¬ 
tion as follows: $20,000 ($60,000/$75,000X 
$25,000) to its attorney-in-fact fees; and 
$5,000 ($15,000/$75.000X $25,000) to its real 
estate management operations. F computes 
its surtax on its profitable operations at the 
22 percent rate provided by section 11(c) as 
follows: $8,800 (22 percent of $40,000) on 
attorney-in-fact fees; and $2,200 (22 percent 
of $10,000) on real estate management in¬ 
come. F adds its normal tax and surtax on 
its profitable operations and determines its 
total tax to be $26,800 on its attorney-in-fact 
operations; $6,700 on its real estate manage¬ 
ment operations; and $28,300 on its total 
income. F must allocate its investment 
credit on the same basis as it used to allocate 
its expenses. Thus, F’s entire investment 
credit must be allocated to its attorney-in- 
fact operations. Accordingly, F’s 1963 tax 
liability is $26,000 on its attorney-in-fact 
fees; $6,700 on its real estate management 
operations; $0 on its rental operations; and 
$27,500 on its total income. Under para¬ 
graph (b)(7) of § 1.826-5, F allocates $21,863 
($26,000/$32,700X $27,500) of its 1963 tax 
paid to its attorney-in-fact fees; and $5,637 
($6,700/$32,700X $27,500) of its 1963 tax paid 
to its real estate management business. F’s 
reciprocal will be allowed a credit or refund 
of $21,863 for taxes paid by F which are 
attributable to F’s income received from its 
reciprocal. 

Example (3). Assume the same facts as 
in example (2), and assume further that in 
1966 F sustains a net operating loss on its 
overall operations of $5,000. In carrying the 
loss back to 1963 as a net operating loss de¬ 


duction under section 172, F must allocate 
the deduction under the same method it 
used in allocating its 1963 deducitons. Thus, 
if the loss was entirely attributable to F’s 
rental operations for the taxable year 1966, 
F would reduce its taxable income attributa¬ 
ble to those operations by the entire amount 
of the loss and would recompute the tax 
attributable to those operations under para¬ 
graph (b) of § 1.826-5. As recomputed in the 
table below, F’s 1963 tax liability from attor- 
ney-in-fact fees would be $19,800 and F’s 
total tax liability would be $24,900. 



Attor¬ 

ney-in- 

fact 

fees 

Rea. 

estate 

man¬ 

age¬ 

ment 

Rental 

income 

Total 

Gross income_ 

$85,000 

$18,000 

$25,000 

$128, 000 

Allocable expenses... 
Net operating loss 

25,000 

3,000 

35,000 

63,000 

deduction.. 

0 

0 

5,000 

5,000 

Taxable income (loss). 
Normal tax (30 per¬ 

60,000 

15,000 

(15,000) 

60,000 

cent)__ 

18,000 

4,500 

0 

18.000 

Surtax exemption_ 

Income subject to 

20,000 

5,000 

0 

25,000 

surtax_ 

40,000 

10,000 

0 

35,000 

Surtax (22 percent).. 

8,800 

2,200 

0 

7,700 

Total tax.. 

26,800 

6, 700 

0 

25,700 

Investment credit.... 

800 

0 

0 

800 

1963 tax liability. 

1963 tax paid.. .. .. 

26,000 

6,700 

0 

24,900 

24,900 

Allocation of tax paid. 

19,800 

5,100 

0 

24,900 


As a result of its 1966 net operating loss, F 
would be entitled to a refund of $2,600 (1963 
taxes paid of $27,500 minus recomputed 1963 
taxes of $24,900). Under paragraph (a) of 
§ 1.826-6, F would be required to notify its 
reciprocal of its claim for refund and of 
the amount of the refund or credit attribut¬ 
able to taxes paid on income received from 
the reciprocal. Since the 1963 tax paid by 
F attributable to its reciprocal (as recom¬ 
puted) is less than the amount claimed in 
1963 by F’s reciprocal as a credit, F’s recip¬ 
rocal would be required, under section 826 
(g), to add the difference—$2,063 ($21,863 
minus $19,800), to its tax liability for 1966. 
Thus, F’s reciprocal would first compute its 
tax liability for 1966 without regard to sec¬ 
tion 826(g) and then would increase such 
liability by $2,063. 

Par. 11. Section 1.831 is amended by 
revising the heading thereof, by revising 
the heading of section 831, by revising 
section 831(a), by redesignating section 
831(c) as section 831(d), by inserting a 
new section 831(c), and by adding a his¬ 
torical note. These amended and added 
provisions read as follows: 

§ 1.831 Statutory provisions; tax on in¬ 
surance companies (other than life 
or mutual), mutual marine insur¬ 
ance companies, and certain mutual 
fire or flood insurance companies. 

Sec. 831. Tax on insurance companies 
(other than life or mutual), mutual marine 
insurance companies, and certain mutual fire 
or flood insurance companies —(a) Imposi¬ 
tion of tax. Taxes computed as provided in 
section 11 shall be imposed, for each tax¬ 
able year or [on]* the taxable income of— 

(1) Every insurance company (other than 
a life or mutual insurance company), 

(2) Every mutual marine insurance com¬ 
pany, and 

(3) Every mutual fire or flood insurance 
company— 

(A) Exclusively issuing perpetual policies, 
or 

(B) Whose principal business is the issu¬ 
ance of policies for which the premium de¬ 
posits are the same, regardless of the length 


•Editorial note: “or” in Code, should be 
“on’*. 
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of the term for which the policies are writ¬ 
ten, if the unabsorbed portion of such 
premium deposits not required for losses, 
expenses, or establishment of reserves is re¬ 
turned or credited to the policyholder on 
cancellation or expiration of the policy. 
***** 

(c) Election for multiple line company to 
be taxed on total income —(1) In general. 
Any mutual insurance company engaged in 
writing marine, fire, and casualty insurance 
which for any 5-year period beginning after 
December 31, 1941, and ending before Jan¬ 
uary 1, 1962, was subject to the tax imposed 
by section 831 (or the tax imposed by corre¬ 
sponding provisions of prior law) may elect, 
in such manner and at such time as the 
Secretary or his delegate may by regulations 
prescribe, to be subject to the tax imposed 
by section 831, whether or not marine in¬ 
surance is its predominant source of premium 
income. 

(2) Effect of election. If an election is 
made under paragraph (1) the electing 
company shall (in lieu of being subject to 
the tax imposed by section 821) be subject 
to the tax imposed by this section for tax¬ 
able years beginning after December 31, 
1961. Such election shall not be revoked 
except with the consent of the Secretary 
or his delegate. 

(d) Alternative tax on capital gains. For 
alternative tax in case of capital gains, see 
section 1201(a). 

[Sec. 831 as amended by sec. 8 (e)(1), (f), 
and (g) (4) (B), Rev. Act 1962 (76 Stat. 997- 
999)] 

Par. 12. There are inserted immedi¬ 
ately after § 1.831-1 the following new 
sections: 

§ 1.831—2 Taxable years affected. 

Section 1.831-1 is applicable only to 
taxable years beginning after Decem¬ 
ber 31, 1953, but before January 1, 1963, 
and ending after August 16, 1954, and all 
references therein to sections of the 
Code and regulations are to sections of 
the Internal Revenue Code of 1954 and 
the regulations thereunder before 
amendments. Section 1.831-3 is applica¬ 
ble only to taxable years beginning after 
December 31, 1962, and all references 
therein to sections of the Code and regu¬ 
lations are to sections of the Internal 
Revenue Code of 1954 as amended. Sec¬ 
tion 1.831-4 is applicable only with re¬ 
spect to the companies described there¬ 
in, and only with respect to taxable years 
beginning after December 31, 1961. 

§ 1.831—3 Tax on insurance companies 
(other than life or mutual), mutual 
marine insurance companies, mutual 
lire insurance companies issuing per¬ 
petual policies, and mutual fire or 
flood insurance companies operating 
on the basis of premium deposits; 
taxable years beginning after De¬ 
cember 31, 1962. 

(a) All insurance companies, other 
than life or mutual or foreign insurance 
companies not carrying on an insurance 
business within the United States, and 
all mutual marine insurance companies 
and mutual fire or flood insurance com¬ 
panies exclusively issuing perpetual 
policies or whose principal business is 
the issuance of policies for which the 
premium deposits are the same regard¬ 
less of the length of the term for which 
the policies are written, are subject to 
the tax imposed by section 831 if the un¬ 
absorbed portion of such premium de¬ 


RULES AND REGULATIONS 

posits not required for losses, expenses 
or reserves is returned or credited to the 
policyholder on cancellation or expira¬ 
tion of the policy. For purposes of sec¬ 
tion 831 and this section, in the case of 
a mutual flood insurance company, the 
premium deposits will be considered to be 
the same if the payment of a premium 
increases the total insurance under the 
policy in an amount equal to the amount 
of such premium and the omission of 
any annual premium does not result in 
the reduction or suspension of coverage 
under the policy. As used in this sec¬ 
tion and section 832 and the regula¬ 
tions thereunder, the term “insurance 
companies” means only those companies 
which qualify as insurance companies 
under the definition provided by para¬ 
graph (b) of § 1.801-1 and which are 
subject to the tax imposed by section 
831. 

(b) All provisions of the Code and of 
the regulations in this part not incon¬ 
sistent with the specific provisions of sec¬ 
tion 831 are applicable to the assessment 
and collection of the tax imposed by sec¬ 
tion 831(a), and insurance companies 
are subject to the same penalties as are 
provided in the case of returns and pay¬ 
ment of income tax by other corpora¬ 
tions. 

(c) Since section 832 provides that the 
underwriting and investment exhibit of 
the annual statement approved by the 
National Convention of Insurance Com¬ 
missioners shall be the basis for com¬ 
puting gross income and since the annual 
statement is rendered on the calendar 
year basis, the returns under section 831 
shall be made on the basis of the calen¬ 
dar year and shall be on Form 1120. In¬ 
surance companies are entitled, in com¬ 
puting insurance company taxable in¬ 
come, to the deductions provided in part 
VILE (section 241 and following), sub- 
chapter B, chapter 1 of the Code. 

(d) Foreign insurance companies not 
carrying on an insurance business within 
the United States are not taxable under 
section 831 but are taxable as other for¬ 
eign corporations. See section 881. 

(e) Insurance companies are subject 
to both normal tax and surtax. The 
normal tax shall be computed as pro¬ 
vided in section 11(b) and the surtax 
shall be computed as provided in section 
11(c). For the circumstances under 
which the $25,000 exemption from sur¬ 
tax for certain taxable years may be dis¬ 
allowed in whole or in part, see section 
1551. For alternative tax where the net 
long-term capital gain for any taxable 
year exceeds the net short-term capital 
loss, see section 1201(a) and the regula¬ 
tions thereunder. 

§ 1.831—4 Election of multiple line com¬ 
panies to be taxed on total income. 

(a) In general. Section 831(c) pro¬ 
vides that any mutual insurance com¬ 
pany engaged in writing marine, fire, 
and casualty insurance which, for any 
5-year period beginning after December 
31, 1941, and ending before January 1, 
1962, was subject to the tax imposed by 
section 831 (or the tax imposed by corre¬ 
sponding provisions of prior law) may 
elect, in the manner provided by para¬ 
graph (b) of this section, to be subject 
to the tax imposed by ^section 831, 


whether or not marine insurance is its 
predominant source of premium income. 
A company making an election under sec¬ 
tion 831(c) and this section will be sub¬ 
ject to the tax imposed by section 831 
for taxable years beginning after De¬ 
cember 31, 1961, rather than subject to 
the tax imposed by section 821. 

(b) Time and manner of making elec¬ 
tion. The election provided by section 
831(c) and paragraph (a) of this sec¬ 
tion shall be made in a statement at¬ 
tached to the taxpayer’s return for the 
taxable year 1962. The statement shall 
indicate that the taxpayer has made the 
election provided by section 831(c) and 
this section; shall include the name and 
address of the taxpayer, and shall be 
signed by the taxpayer or his duly 
authorized representative. In addition, 
the statement shall list the 5 consecutive 
taxable years prior to 1962 for which 
the taxpayer was subject to tax under 
section 831 (or the corresponding pro¬ 
visions of prior law); the types of insur¬ 
ance written by the company; and the 
percentage of marine insurance to total 
insurance written. The return and 
statement must be filed not later than 
the date prescribed by law (including 
extensions thereof) for filing the return 
for the taxable year 1962. However, if 
the last date prescribed by law (includ¬ 
ing extensions thereof) for filing the in¬ 
come tax return for the taxable year 
1962 falls before October 17, 1963, the 
election provided by section 831(c) and 
this section may be made for such year 
by filing the statement and an amended 
return for such taxable year (and all 
subsequent taxable years for which re¬ 
turns have been filed) before January 
16, 1964. 

(c) Scope of election. An election 
made under section 831 (c) and para¬ 
graph (b) of this section shall be bind¬ 
ing for all taxable years beginning after 
December 31, 1961, unless consent to 
revoke the election is obtained from the 
Commissioner. However, if a taxpayer 
made the election provided by section 
831(c) and this section for taxable years 
beginning prior to October 17, 1963, the 
taxpayer may revoke such election with¬ 
out obtaining consent from the Com¬ 
missioner by filing, before January 16, 
1964, a statement that the taxpayer de¬ 
sires to revoke such election. Such 
statement shall be signed by the tax¬ 
payer or its duly authorized representa¬ 
tive. An amended return reflecting such 
revocation must accompany the state¬ 
ment for all taxable years for which 
returns have been filed with respect to 
such election. 

(d) Limitation on certain net operat¬ 
ing loss carryovers and carrybacks. In 
the case of a taxpayer making the elec¬ 
tion allowed under section 831(c) and 
this section, a net operating loss shall 
not be carried— 

(1) To or from any taxable year for 
which the insurance company is not sub¬ 
ject to the tax imposed by section 831(a) 
(or predecessor sections); or 

(2) To any taxable year if, between 
the loss year and such taxable year, there 
is an intervening taxable year for whicn 
the insurance company was not sl *bJ eci; 
to the tax imposed by section 83 Da; 
(or predecessor sections). 
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PAR 13. Section 1.832 is amended by 
revising section 832(b) (1) <B) and (C); 
bv adding a new subparagraph (D) to 
section 832(b) (1); by adding two new 
sentences to section 832(b) (4) ; by revis¬ 
ing section 832(c) (11); and by revising 
the historical note. These revised and 
added provisions read as follows: 

§ 1.832 Statutory provisions; insurance 
company taxable income. 

Sec. 832. Insurance company taxable in - 

come. * * * 

(b) Definitions. * * * 

(1) Gross income. * * * 

(B) Gain during the taxable year from the 
sale or other disposition of property, 

(C) All other items constituting gross in¬ 
come under subchapter B, except that, in 
the case of a mutual fire insurance company 
described in section 831(a)(3)(A), the 
amount of single deposit premiums paid 
to such company shall not be included in 
gross income, and 

(D) In the case of a mutual fire or flood 
insurance company described in section 831 
(a)(3)(B), an amount equal to 2 percent 
of the premiums earned on insurance con¬ 
tracts during the taxable year with respect 
to policies described in section 831(a) (3) (B) 
after deduction of premium deposits re¬ 
turned or credited during the same taxable 
year. 

***** 

(4) Premiums earned. The term “pre¬ 
miums earned on insurance contracts dur¬ 
ing the taxable year” means an amount 
computed as follows: 

(A) From the amount of gross premiums 
written on insurance contracts during the 
taxable year, deduct return premiums and 
premiums paid for reinsurance. 

(B) To the result so obtained, add un¬ 
earned premiums on outstanding business 
at the end of the preceding taxable year and 
deduct unearned premiums on outstanding 
business at the end of the taxable year. 

For purposes of this subsection, unearned 
premiums shall include life insurance re¬ 
serves, as defined in section 801(b), per¬ 
taining to the life, burial, or funeral 
insurance, or annuity business of an insur¬ 
ance company subject to the tax imposed 
by section 831 and not qualifying as a life 
insurance company under section 801. For 
purposes of this subsection, unearned pre¬ 
miums of mutual fire or flood insurance 
companies described in section 831(a)(3) (B) 
means (with respect to the policies described 
in section 831(a)(3)(B)) the amount of 
nnabsorbed premium deposits which the 
company would be obligated to return to 
its policyholders at the close of the taxable 
year if all of its policies were terminated at 
such time; and the determination of such 
amount shall be based on the schedule of 
unabsorbed premium deposit returns for each 
such company then in effect. Premiums paid 
b Y the subscriber of a mutual flood insurance 
company referred to in paragraph (3) of 
section 831(a) shall be treated, for purposes 
of computing the taxable income of such 
subscriber, in the same manner as premiums 
paid by a policyholder to a mutual fire 
insurance company referred to in such para¬ 
ph (3). 

***** 

( c ) Deductions allowed. * * * 

(11) Dividends and similar distributions 
Paid or declared to policyholders in their 
capacity as such, except in the case of a 
Mutual fire insurance company described in 
section 831(a)(3)(A). For purposes of the 
preceding sentence, the term “dividends and 
imilar distributions” includes amounts re¬ 
turned or credited to policyholders on can- 
eilation or expiration of policies described 
J? section 831(a)(3)(B). For purposes of 
nis paragraph, the term “paid or declared” 


shall be construed according to the method 
of accounting regularly employed in keeping 
the books of the insurance company; and 
***** 

[Sec. 832 as amended by sec. 3(b) (1), (2), 
and (3), Life Insurance Company Tax Act 
1955 (70 Stat. 48); sec. 8(e) (2), (3), (4), 
and (5), Rev. Act 1962 (76 Stat. 997, 998) ] 

Par. 14. There are inserted immediately 
after § 1.832-2 the following new sec¬ 
tions: 

§ 1.832—3 Taxable years affected. 

Sections 1.832-1 and 1.832-2 are ap¬ 
plicable only to taxable years beginning 
after December 31, 1953, and before 
January 1,1963, and ending after August 
16, 1954, and all references therein to 
sections of the Code and regulations are 
to sections of the Internal Revenue Code 
of 1954 and the regulations thereunder 
before amendments. Sections 1.832-4, 
1.832-5, and 1.832-6 are applicable only 
to taxable years beginning after Decem¬ 
ber 31, 1962, and all references therein 
to sections of the Code and regulations 
are to sections of the Internal Revenue 
Code of 1954 as amended. 

§ 1.832—4 Gross income. 

(a) (1) Gross income as defined in sec¬ 
tion 832(b) (1) means the gross amount 
of income earned during the taxable year 
from interest, dividends, rents, and pre¬ 
mium income, computed on the basis of 
the underwriting and investment exhibit 
of the annual statement approved by 
the National Convention of Insurance 
Commissioners, as well as the gain de¬ 
rived from the sale or other disposition 
of property, and all other items consti¬ 
tuting gross income under section 61, 
except that in the case of a mutual fire 
insurance company described in section 
831(a)(3)(A) the amount of single de¬ 
posit premiums received, but not assess¬ 
ments, shall be excluded from gross in¬ 
come. Section 832(b)(1)(D) provides 
that in the case of a mutual fire or flood 
insurance company described in section 
831(a) (3) (B), there shall be included in 
gross income an amount equal to 2 per¬ 
cent of the premiums earned during the 
taxable year on contracts described in 
section 831(a) (3) (B) after deduction of 
premium deposits returned or credited 
during such taxable year with respect to 
such contracts. Gross income does not 
include increase in liabilities during the 
year on account of reinsurance treaties, 
remittances from the home office of a 
foreign insurance company to the United 
States branch, borrowed money, or gross 
increase due to adjustments in book value 
of capital assets. 

(2) The underwriting and investment 
exhibit is presumed to reflect the true 
net income of the company, and insofar 
as it is not inconsistent with the pro¬ 
visions of the Code will be recognized and 
used as a basis for that purpose. All 
items of the exhibit, however, do not 
reflect an insurance company’s income 
as defined in the Code. By reason of the 
definition of investment income, mis¬ 
cellaneous items which are intended to 
reflect surplus but do not properly enter 
into the computation of income, such 
as dividends declared to shareholders in 
their capacity as such, home office re¬ 
mittances and receipts, and special de¬ 


posits, are ignored. Gain or loss from 
agency balances and bills receivable not 
admitted as assets on the underwriting 
and investment exhibit will be ignored, 
excepting only such agency balances and 
bills receivable as have been allowed as 
deductions for worthless debts or, having 
been previously so allowed, are recovered 
during the taxable year. 

(3) In computing “premiums earned 
on insurance contracts during the tax¬ 
able year” the amount of the unearned 
premiums shall include: 

(i) Life insurance reserves as defined 
in section 803(b) and § 1.803-1 pertaining 
to the life, burial, or funeral insurance, 
or annuity business of an insurance com¬ 
pany subject to the tax imposed by sec¬ 
tion 831 and not qualifying as a life in¬ 
surance company under section 801; 

(ii) Liability for return premiums un¬ 
der a rate credit or retrospective rating 
plan based on experience, such as the 
“War Department Insurance Rating 
Plan,” and which return premiums are 
therefore not earned premiums; and 

(iii) In the case of a mutual fire or 
flood insurance company described in 
section 831(a)(3)(B) (with respect to 
the contracts described therein), the 
amount of unabsorbed premium deposits 
which the company would be obligated 
to return to its policyholders at the close 
of the company’s taxable year if all of 
its policies were terminated at such time. 

(4) In computing the amount of un¬ 
absorbed premium deposits which a mu¬ 
tual fire or flood insurance company 
described in section 831(a) (3) (B) would 
be obligated to return to its policyholders 
at the close of its taxable year, the com¬ 
pany must use its own schedule of un¬ 
absorbed premium deposit returns then 
in effect. A copy of the applicable sched¬ 
ule must be filed with the company’s in¬ 
come tax return for each taxable year 
for which a computation based upon 
such schedule is made. In addition, a 
taxpayer making such a computation 
must provide the following information 
for each taxable year for which the 
computation is made: 

(i) The amount of gross premiums re¬ 
ceived during the taxable year, and the 
amount of premiums paid for reinsurance 
during the taxable year, on the policies 
described in section 831(a) (3) (B) and on 
other policies; 

(ii) The amount of insurance written 
during the taxable year under the poli¬ 
cies described in section 831(a)(3)(B) 
and under other policies, and the amount 
of such insurance written which was re¬ 
insured during the taxable year. The 
information required under this sub¬ 
division shall only be submitted upon the 
specific request of the district director 
for a statement setting forth such infor¬ 
mation, and, if required, such statement 
shall be filed in the manner provided by 
this subparagraph or in such other man¬ 
ner as is satisfactory to the district 
director; 

(iii) The amount of premiums earned 
during the taxable year on the policies 
described in section 831(a) (3) (B) and on 
other policies and the computations by 
which such amounts were determined, 
including sufficient information to sup¬ 
port the taxpayer’s determination of the 
amount of unearned premiums on pre- 
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mium deposit plan and other policies at 
the beginning and end of the taxable 
year, and the amount of unabsorbed 
premium deposits at the beginning and 
end of the taxable year on policies de¬ 
scribed in section 831(a) (3) (B). 

The information required by this sub- 
paragraph shall be set forth in a state¬ 
ment attached to the taxpayer’s income 
tax return for the taxable year for which 
such information is being provided. 
Such statement shall include the name 
and address of the taxpayer, and shall 
be filed not later than the date pre¬ 
scribed by law (including extensions 
thereof) for filing the income tax re¬ 
turn for the taxable year. 

(5) In computing “losses incurred” 
the determination of unpaid losses at the 
close of each year must represent actual 
unpaid losses as nearly as it is possible 
to ascertain them. 

(b) Every insurance company to 
which this section applies must be pre¬ 
pared to establish to the satisfaction of 
the district director that the part of the 
deduction for “losses incurred” which 
represents unpaid losses at the close of 
the taxable year comprises only actual 
unpaid losses stated in amounts which, 
based upon the facts in each case and 
the company’s experience with similar 
cases, can be said to represent a fair and 
reasonable estimate of the amount the 
company will be required to pay. 
Amounts included in, or added to, the 
estimates of such losses which, in the 
opinion of the district director are in 
excess of the actual liability determined 
as provided in the preceding sentence 
will be disallowed as a deduction. The 
district director may require any such 
insurance company to submit such de¬ 
tailed information with respect to its 
actual experience as is deemed necessary 
to establish the reasonableness of the 
deduction for “losses incurred.” 

(c) That part of the deduction for 
“losses incurred” which represents an 
adjustment to losses paid for salvage and 
reinsurance recoverable shall, except as 
hereinafter provided, include all salvage 
in course of liquidation, and all reinsur¬ 
ance in process of collection not other¬ 
wise taken into account as a reduction of 
losses paid, outstanding at the end of the 
taxable year. Salvage in course of 
liquidation includes all property (other 
than cash), real or personal, tangible or 
intangible, except that which may not be 
included by reason of express statutory 
provisions (or rules and regulations of 
an insurance department) of any State 
or Territory or the District of Columbia 
in which the company transacts business. 
Such salvage in course of liquidation 
shall be taken into account to the extent 
of the value thereof at the end of the 
taxable year as determined from a fair 
and reasonable estimate based upon 
either the facts in each case or the com¬ 
pany’s experience with similar cases. 
Cash received during the taxable year 
with respect to items of salvage or rein¬ 
surance shall be taken into account in 
computing losses paid during such tax¬ 
able year. 


§ 1.832-5 Deductions. 

(a) The deductions allowable are 
specified in section 832(c) and by rea¬ 
son of the provisions of section 832(c) 
(10) and (12) include in addition certain 
deductions provided in sections 161, 241 
and following. The deductions, however, 
are subject to the limitation provided in 
section 265, relating to expenses and in¬ 
terest in respect of tax-exempt income. 
The net operating loss deduction is com¬ 
puted under section 172 and the regula¬ 
tions thereunder. For the purposes of 
section 172, relating to net operating loss 
deduction, “gross income” shall mean 
gross income as defined in section 832 

(b) (1) and the allowable deductions 
shall be those allowed by section 832(c) 
with the exceptions and limitations set 
forth in section 172(d). In addition to 
the deduction for capital losses provided 
in subchapter P (section 1201 and follow¬ 
ing) , chapter 1 of the Code, insurance 
companies are allowed a deduction for 
losses from capital assets sold or ex¬ 
changed in order to obtain funds to meet 
abnormal insurance losses and to provide 
for the payment of dividends and simi¬ 
lar distributions to policyholders. A 
special rule is provided for the applica¬ 
tion of the 5-year capital loss carryover 
provisions of section 1212. The deduc¬ 
tion is the same as that allowed mutual 
insurance companies subject to the tax 
imposed by section 821, see section 822 

(c) (6) and the regulations thereunder. 
Insurance companies, other than mutual 
fire insurance companies described in 
section 831(a) (3) (A) and the regulations 
thereunder, are also allowed a deduction 
for dividends and similar distributions 
paid or declared to policyholders in their 
capacity as such. Similar distributions 
include such payments as the so-called 
unabsorbed premium deposits returned 
to policyholders by factory mutual in¬ 
surance companies. The deduction is 
otherwise the same as that allowed mu¬ 
tual insurance companies subject to the 
tax imposed by section 821, see section 
822(f)(2) and the regulations there¬ 
under. 

(b) Among the items which may not 
be deducted are income and profits taxes 
imposed by the United States, income and 
profits taxes imposed by any foreign 
country or possession of the United 
States (in cases where the company 
chooses to claim to any extent a credit 
for such taxes), taxes assessed against 
local benefits, decrease during the year 
due to adjustments in the book value of 
capital assets, decrease in liabilities dur¬ 
ing the year on account of reinsurance 
treaties, dividends paid to shareholders 
in their capacity as such, remittances to 
the home office of a foreign insurance 
company by the United States branch, 
and borrowed money repaid. 

(c) In computing taxable income of 
insurance companies, losses sustained 
during the taxable year from the sale or 
other disposition of property are deduct¬ 
ible subject to the limitation contained 
in section 1211. Insurance companies 
are entitled to the alternative taxes pro¬ 
vided in section 1201. 


§ 1.832—6 Policyholders of mutual fire 
or flood insurance companies operat¬ 
ing on the basis of premium deposits. 

For purposes of determining his tax¬ 
able income for any taxable year, a tax¬ 
payer insured by a mutual fire or flood 
insurance company under a policy for 
which the premium deposit is the same 
regardless of the length of the term for 
which the policy is written, and who is 
entitled to have returned or credited to 
him on the cancellation or expiration of 
such policy the unabsorbed portion of 
the premium deposit not required for 
losses, expenses, or establishment of re¬ 
serves, may, if such amount is otherwise 
deductible under this chapter, deduct so 
much of his premium deposit as was 
absorbed by the company during the tax¬ 
payer’s taxable year. The amount of 
the premium deposit absorbed during 
the taxpayer’s taxable year shall be de¬ 
termined in accordance with the sched¬ 
ule of unabsorbed premium deposit re¬ 
turns in effect for the company during 
such taxable year. If the taxpayer is 
unable to determine the applicable rate 
of absorption in effect during his taxable 
year, he shall compute his deduction on 
the basis of the rate of absorption in 
effect at the end of the company’s tax¬ 
able year which next preceded the end 
of the taxpayer’s taxable year. In such 
a case, an appropriate adjustment will 
be made upon the final determination of 
the rate of absorption applicable to the 
taxable year. 


Par. 15. Section 1.841 is amended by 
redesignating section 841(2) as section 
841(3) and by inserting a new section 
841(2), and by revising the historical 
note. These amended and added pro¬ 
visions read as follows: 


§ 1.841 Statutory provisions; credit for 
foreign taxes. 


Sec. 841. Credit for foreign taxes. The 
taxes imposed by foreign countries or pos¬ 
sessions of the United States shall be allowed 
as a credit against the tax of a domestic in¬ 
surance company subject to the tax imposed 
by section 802, 821, or 831, to the extent 
provided in the case of a domestic corpora¬ 
tion in section 901 (relating to foreign tax 
credit). For purposes of the preceding sen¬ 
tence, the term “taxable income” as used 
in section 904 means— 

(1) In the case of the tax imposed by sec¬ 
tion 802, the life insurance company taxable 
income (as defined in section 802(b)), 

(2) In the case of the tax imposed by sec¬ 
tion 821(a), the mutual insurance company 
taxable income (as defined in section 8 
(b)); and in the case of the tax imposed by 
section 821(c), the taxable investment in¬ 
come (as defined in section 822(a)), and 

(3) In the case of the tax imposed by sec¬ 
tion 831, the taxable income (as define 
section 832(a)). 


Sec. 841 as amended by sec. 5(4 ), Lif 
urance Company Tax Act 1955 (70 st * • ’ 

ec. 3(b), Life Insurance Company Inc 
rax Act 1959 (73 Stat. 139); sec. 8(gH A >’ 


Par. 16. Section 1.1016 is amended by 
using section 1016(a)(3) ax jr PC J 
a*Un« a subparagraph (D> t ^ 
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historical note. These amended and 
added provisions read as follows: 

§ 1.1016 Statutory provisions; adjust- 
nients to basis. 

Sec. 1016. Adjustments to basis —(a) 
General rule. Proper adjustment in respect 
of the property shall in all cases be made— 

***** 

(3) In respect of any period— 

(A) Before March 1,1913, 

(B) Since February 28, 1913, during which 
such property was held by a person or an 
organization not subject to income taxation 
under this chapter or prior income tax laws, 

(C) Since February 28, 1913, and before 
January 1, 1958, during which such property 
was held by a person subject to tax under 
part I of subchapter L (or the corresponding 
provisions of prior income tax laws), to the 
extent that paragraph (2) does not apply, 
and 

(D) Since February 28, 1913, during which 
such property was held by a person subject 
to tax under part n of subchapter L (or 
the corresponding provisions of prior income 
tax laws), to the extent that paragraph (2) 
does not apply, 

***** 

[Sec. 1016 as amended by sec. 4(c), Act of 
June 29, 1956 (Pub. Law 629, 84th Cong., 70 
Stat. 407); sec. 3(d) (1) and (2), Life In¬ 
surance Company Income Tax Act 1959 (73 
Stat. 139); sec. 8(g)(2), Rev. Act 1962 (76 
Stat. 998)] 

Par. 17. Section 1.1016-4 is amended to 
read as follows: 

§ 1.1016-4 Exhaustion, wear and tear, 
obsolescence, amortization, and de¬ 
pletion; periods during which in¬ 
come was not subject to tax. 

(a) Adjustments to basis must be made 
for exhaustion, wear and tear, obsoles¬ 
cence, amortization, and depletion to the 
extent actually sustained in respect of: 

(1) Any period before March 1, 1913, 

(2) Any period since February 28,1913, 
during which the property was held by a 
person or organization not subject to 
income taxation under chapter 1 of the 
Code or prior income tax laws, 

(3) Any period since February 28, 1913, 
and before January 1,1958, during which 
the property was held by a person sub¬ 
ject to tax under part I, subchapter L, 
chapter 1 of the Code, or prior income 
tax law, to the extent that section 1016 
(a) (2) does not apply, and 

(4) Any period since February 28,1913, 
during which such property was held by 
a person subject to tax under part II of 
subchapter L, chapter 1 of the Code, or 
Prior income tax law, to the extent that 
section 1016(a) (2) does not apply. 

(b) The amount of the adjustments 
described in paragraph (a) of this section 
actually sustained is that amount 
charged off on the books of the taxpayer 
where such amount is considered by the 
Commissioner to be reasonable. Other¬ 
wise, the amount actually sustained will 
be the amount that would have been 
allowable as a deduction: 

(1) During the period described in 
Paragraph (a) (1) or (2) of this section, 
had the taxpayer been subject to income 
tax during those periods, or 

(2) During the period described in 
Paragraph (a) (3) or (4) of this sec- 
hon, with respect to property held by 
f taxpayer described in that paragraph, 
10 the extent that section 1016(a)(2) 
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was inapplicable to such property during 
that period. 

In the case of a taxpayer subject to the 
adjustment required by subparagraph 
(1) or (2) of this paragraph, deprecia¬ 
tion shall be determined by using the 
straight line method. 

Par. 18. Section 1.1201 is amended by 
revising section 1201(a) and by adding 
a historical note. These amended and 
added provisions read as follows: 

§ 1.1201 Statutory provisions; alterna¬ 
tive tax. 

Sec. 1201. Alternative tax —(a) Corpora¬ 
tions. If for any taxable year the net long¬ 
term capital gain of any corporation exceeds 
the net short-term capital loss, then, in lieu 
of the tax imposed by sections 11, 511, 821 
(a) or (c), and 831(a), there is hereby im¬ 
posed a tax (if such tax is less than the tax 
imposed by such sections) which shall con¬ 
sist of the sum of— 

***** 

[Sec. 1201 as amended by sec. 5(7), Life In¬ 
surance Company Tax Act 1955 (70 Stat. 49); 
sec. 3(f) (2), Life Insurance Company Income 
Tax Act 1959 (73 Stat. 140); sec. 8(g)(3), 
Rev. Act 1962 (76 Stat. 999)] 

Par. 19. Paragraph (a) of § 1.1201-1 is 
amended to read as follows: 

§ 1.1201—1 Alternative tax. 

(a) Corporations. In case the net 
long-term capital gain of any corpora¬ 
tion exceeds the net short-term capital 
loss, section 1201(a) imposes an alterna¬ 
tive tax in lieu of the tax imposed by 
sections 11, 511, 821 (a) or (c) (or, for 
taxable years beginning before January 
1, 1963, 821 (a)(1) or (b)), and 831(a), 
if and only if such alternative tax is less 
than the tax imposed by such sections. 
For taxable years beginning after De¬ 
cember 31, 1954, and before January 1, 
1958, the alternative tax shall also be in 
lieu of the tax imposed by section 802 
(a), as amended by the Life Insurance 
Company Tax Act for 1955 (70 Stat. 38), 
if such alternative tax is less than the tax 
imposed by such section. See section 
802(e), as added by the Life Insurance 
Company Tax Act for 1955 (70 Stat. 39). 
However, for taxable years beginning 
after December 31, 1958, and before 
January 1, 1962, section 802(a)(2), as 
amended by the Life Insurance Company 
Income Tax Act of 1959 (73 Stat. 115), 
imposes a separate tax equal to 25 per¬ 
cent of the amount by which the net 
long-term capital gain of any life insur¬ 
ance company (as defined in section 801 
(a) and paragraph (b) of § 1.801-3) 
exceeds its net short-term capital loss. 
See paragraph (f) of § 1.802-3. For 
alternative tax for life insurance com¬ 
panies in the case of taxable years be¬ 
ginning after December 31, 1961, see 
section 802(a)(2) and the regulations 
thereunder. The alternative tax is not 
in lieu of the personal holding company 
tax imposed by section 541, or of any 
other tax not specifically set forth in 
section 1201(a). The alternative tax is 
the sum of (1) a partial tax computed at 
the rates provided in sections 11, 511, 
802(a) (for taxable years beginning after 
December 31, 1954, and before January 
1, 1958), 821 (a) or (c) (or for taxable 
years beginning before January 1, 1963, 
821 (a) or (b)), and 831(a) on the tax¬ 


able income of the taxpayer decreased by 
the amount of the excess of the net long¬ 
term capital gain over the net short-term 
capital loss, and (2) an amount equal to 
25 percent of such excess or, in the case 
of a taxable year beginning before April 

1, 1954, an amount equal to 26 percent of 
such excess. In the computation of the 
partial tax the special deductions pro¬ 
vided for in sections 243, 244, 245, 247, 
922, and 941 shall not be recomputed as 
tfye result of the reduction of taxable 
income by the excess of net long-term 
capital gain over net short-term capital 
loss. 

Par. 20. Section 1.11 is amended by re¬ 
vising section 11(b) and the historical 
note at the end thereof. These amended 
provisions read as follows: 

§1.11 Statutory provisions; tax imposed. 

Sec. 11. Tax imposed — * * * 

(b) Normal tax —(1) Taxable years be¬ 
ginning before July 1, 1964. In the case of 
a taxable year beginning before July 1, 1964, 
the normal tax is equal to 30 percent of the 
taxable income. 

(2) Taxable years beginning after June 30, 
1964. In the case of a taxable year begin¬ 
ning after June 30, 1964, the normal tax is 
equal to 25 percent of the taxable income. 

***** 

[Sec. 11 as amended by sec. 2, Tax Rate Ex¬ 
tension Act 1955 (69 Stat. 114); sec. 2, Tax 
Rate Extension Act 1956 (70 Stat. 66); sec. 2, 
Tax Rate Extension Act 1957 (71 Stat. 9); sec. 

2, Tax Rate Extension Act 1958 (72 Stat. 
259); sec. 2, Tax Rate Extension Act 1959 (73 
Stat. 157); sec. 201, Public Debt and Tax 
Rate Extension Act 1960 (74 Stat. 290); sec. 
2, Tax Rate Extension Act 1961 (75 Stat. 193); 
sec. 2, Tax Rate Extension Act 1962 (76 Stat. 
114); sec. 2, Tax Rate Extension Act 1963 (77 
Stat. 72)] 

Par. 21. Paragraph (c) of § 1.11-1 is 
amended to read as follows: 

§1.11—1 Tax on corporations. 

***** 

(c) The normal tax is computed by 
applying to the taxable income the rate 
of tax in effect for the taxable year. The 
rates of tax applicable for the the re¬ 
spective taxable years are as follows: 

Percent 

For taxable years beginning before 

July 1, 1964_ 30 

For taxable years beginning after June - 
30, 1964_ 25 

[F.R. Doc. 63-10980; Filed, Oct. 16, 1963; 
8:45 a.m.] 

Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 

PART 6—EXCEPTIONS FROM 
COMPETITIVE SERVICE 

PART 213—EXCEPTED SERVICE 

Small Business Administration 

Effective upon publication in the Fed¬ 
eral Register, paragraph (y) is added 
to § 6.328 as set out below. 

§ 6.328 Small Business Administration. 
***** 

(y) One Staff Assistant to the Admin¬ 
istrator. 
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(R.S. 1753, sec. 2, 22 Stat. 403, as amended; 
5 U.S.C. 631, 633) 

Reorganization and revision of chap¬ 
ter. In the Federal Register for Sep¬ 
tember 14, 1963, the Civil Service Com¬ 
mission published new regulations to 
become effective November 17, 1963, 
superseding the corresponding old reg¬ 
ulations on that date. The first amend¬ 
ment of these new regulations was pub¬ 
lished in the Federal Register on 
September 17, 1963. Complete back¬ 
ground information appears in the ex¬ 
planatory statements published with the 
new regulations and the first amend¬ 
ment respectively. 

A nineteenth amendment of these new 
regulations is set out below, i.e., the new 
regulations published in the Federal 
Register on September 14, 1963, as 
amended, which are to become effective 
November 17, 1963, are further amended 
as follows: 

Paragraph (t) is added to § 213.3332 
as set out below. 

§ 213.3332 Small Business Administra¬ 
tion. 

***** 

(t) One Staff Assistant to the Ad¬ 
ministrator. 

(R.S. 1753, sec. 2, 22 Stat. 403, as amended; 
5 U.S.C. 631, 633; E.O. 10577, 19 CFR, 1954- 
1958 Comp., p. 218) 

United States Civil Serv¬ 
ice Commission, 

[seal] Mary V. Wenzel, 

Executive Assistant to 
the Commissioners. 

[F.R. Doc. 63-11006; Filed, Oct. 16, 1963; 
8:47 a.m.] 


Title 7—AGRICULTURE 

Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders; Fruits, Vegetables, Tree 
Nuts), Department of Agriculture 

PART 905—ORANGES, GRAPEFRUIT, 
TANGERINES, AND TANGELOS 
GROWN IN FLORIDA 

Determination Relative to Expenses 
and Fixing of Rate of Assessment 
for 1963-64 Fiscal Period 

Pursuant to the amended marketing 
agreement and Order No. 905, as amend¬ 
ed (7 CFR Part 905), regulating the 
handling of oranges, grapefruit, tan¬ 
gerines and tangelos grown in Florida, 
effective under the applicable provisions 
of the Agricultural Marketing Agree¬ 
ment Act of 1937, as amended (7 U.S.C. 
601-674), and upon the basis of the 
proposals submitted by the Growers Ad¬ 
ministrative Committee (established pur¬ 
suant to the amended marketing agree¬ 
ment and order), it is hereby found and 
determined that: 

§ 903.202 Expenses and rale of assess¬ 
ment for the 1963—64 fiscal period. 

(a) Expenses . The expenses neces¬ 
sary to be incurred by the Growers Ad- 
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ministrative Committee, established pur¬ 
suant to the provisions of the aforesaid 
amended marketing agreement and or¬ 
der, for the maintenance and function¬ 
ing, during the fiscal period beginning 
August 1, 1963, and ending July 31, 1964, 
both dates inclusive, of the Growers Ad¬ 
ministrative Committee and the Ship¬ 
pers Advisory Committee, established 
under the aforesaid amended marketing 
agreement and order, will amount to 
$149,500. 

(b) Rate of assessment. The rate of 
assessment to be paid by each handler 
in accordance with the amended market¬ 
ing agreement and order shall be six and 
one-half mills ($0.0065) per standard 
packed box of fruit shipped by such han¬ 
dler during the said fiscal period; and 
such rate of assessment is hereby ap¬ 
proved as each handler’s pro rata share 
of the aforementioned expenses. 

As used herein, the terms “standard 
packed box,” “fiscal period,” “handler,” 
“shipped,” and “fruit” shall have the 
same meaning as is given to each such 
term in said amended marketing agree¬ 
ment and order. 

It is hereby further found that it is 
impracticable, unnecessary, and contrary 
to the public interest to give preliminary 
notice, and engage in public rule-making 
procedure, and good cause exists for not 
postponing the effective date hereof un¬ 
til 30 days after publication in the Fed¬ 
eral Register (5 U.S.C. 1001-1011) in 
that (1) shipments of fresh fruit are now 
being made; (2) the relevant provisions 
of said amended marketing agreement 
and this part require that the rate of as¬ 
sessment fixed for a particular fiscal 
period shall be applicable to all assessable 
fruit from the beginning of such period; 
and (3) the current fiscal period began 
on August 1, 1963, and the rate of as¬ 
sessment herein fixed will automatically 
apply to all assessable fruit beginning 
with such date. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: October 14, 1963. 

Paul A. Nicholson, 
Deputy Director , Fruit and Vege¬ 
table Division , Agricultural 
Marketing Service. 

[F.R. Doc. 63-11008; Filed, Oct. 16, 1963; 

8:47 a.m.] 


Title 19-CUSTOMS DUTIES 

Chapter I—Bureau of Customs, 
Department of the Treasury 

[T.D. 56020] 

PART 1—CUSTOMS, DISTRICTS, PORTS 
AND STATIONS 

San Francisco-Oakland, Calif.; Exten¬ 
sion of Port Limits 

October 9, 1963. 

By virtue of the authority vested in the 
President by section 1 of the Act of 
August 1, 1914, 38 Stat. 623 (19 U.S.C. 2) 
which was delegated to the Secretary of 


the Treasury by the President by Execu¬ 
tive Order No. 10289, September 17, 1951 
(3 CFR Ch. II), and pursuant to authori¬ 
zation given to me by Treasury Depart¬ 
ment Order No. 190, Rev. 1 (26 F.R. 
11877), the limits of the customs port of 
entry of San Francisco-Oakland, Cali¬ 
fornia, in Customs Collection District 
No. 28 (San Francisco), comprising the 
territory within the corporate limits of 
San Francisco and Oakland, all points on 
San Franscico Bay, San Pablo Bay, Car- 
quinez Strait, and Suisun Bay, all points 
on the San Joaquin River in Contra 
Costa and San Joaquin Counties, State of 
California, to and including Stockton, 
California (T.Ds. 44731, 52175, 53738), 
are extended to include all points on the 
Sacramento River in Solano, Yolo, and 
Sacramento Counties, State of Cali¬ 
fornia, from the junction of the Sacra¬ 
mento River with the San Joaquin River 
in Sacramento County, to and including 
Sacramento, California; and all points 
on the Sacramento River Deep Water 
Ship Channel in Solano, Yolo, and Sac¬ 
ramento Counties, State of California, 
from and including the junction of Cache 
Slough with the Sacramento River, to 
and including Sacramento, California. 

This extension is effective 30 days after 
publication of this Treasury decision in 
the Federal Register. 

Section 1.1(c) of the Customs Regula¬ 
tions is amended by deleting the paren¬ 
thesis and period at the end of the pa¬ 
renthetical material appearing after 
“San Francisco-Oakland, California” in 
the column headed “Ports of Entry” in 
District No. 28 (San Francisco), and 
adding, “and including territory de¬ 
scribed in T.D. 56020).” 

Notice of proposed rulemaking to effect 
this extension of port limits was pub¬ 
lished in the Federal Register on Au¬ 
gust 22, 1963 (28 F.R. 9263), pursuant 
to the provisions of section 4 of the Ad¬ 
ministrative Procedure Act (5 U.S.C. 
1002). No objections were received. 

(R.S. 161, as amended, sec. 1, 37 Stat. 434, 
sec. 1, 38 Stat. 623, as amended, R.S. 251, sec. 
624, 46 Stat. 759; 5 U.S.C. 22, 19 U.S.C. 1, 2, 
66, 1624) 

[seal] James A. Reed, 

Assistant Secretary of the Treasury. 

[F.R. Doc. 63-10993; Filed, Oct. 16, 1963; 

8:47 a.m.] 

Title 31—MONEY AND 
FINANCE: TREASURY 

Chapter II—Fiscal Service, Depart¬ 
ment of the Treasury 

PART 315—UNITED STATES 
SAVINGS BONDS 

Bonds That May Be Excluded From 
Computation 

Section 315.11(c) of Department Cir¬ 
cular No. 530, Eighth Revision, as 
amended (31 CFR Part 315) is hereoy 
amended by the addition of the follow¬ 
ing: 
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(c) Bonds that may he excluded from 

computation. * * * 

(9) Bonds of Series E or Series H pur¬ 
chased with the proceeds of bonds of 
Series J or Series K, at or after maturity, 
where such matured bonds are presented 
for that purpose in accordance with the 
provisions of Department Circular No. 
653, Fifth Revision, as* amended, offering 
bonds of Series E, and Department Cir¬ 
cular No. 905, Second Revision, as 
amended, offering bonds of Series H. 

[seal] John K. Carlock, 

Fiscal Assistant Secretary 
of the Treasury. 

October 14, 1963. 

[F.R. Doc. 63-10996; Filed, Oct. 16, 1963; 
8:47 a.m..] 


PART 316—OFFERING OF UNITED 
STATES SAVINGS BONDS, SERIES E 

Limitation on Holdings 

Section 316.7(b) of Department Cir¬ 
cular No. 653, Fifth Revision, dated Sep¬ 
tember 23, 1959, as amended (31 CFR, 
Part 316, Supp. 1963), is hereby amended 

as follows: 

§ 316.7 Limitation on holdings. 
***** 

(b) Special limitation for owners of 
maturing savings bonds of Series F, G, 
J and K. Owners of outstanding bonds 
of Series F, Series G, Series J and Series 
K are hereby granted the privilege of 
applying the proceeds of the bonds, at or 
after maturity, to the purchase of Series 
E bonds without regard to the general 
limitation on holdings, under the follow¬ 
ing restrictions and conditions: 

(1) This privilege extends to all own¬ 
ers of matured and maturing bonds of 
Series F, Series G, Series J and Series K, 
except bonds registered in the names of 
commercial banks in their own right (as 
distinguished from a representative or 
fiduciary capacity). For this purpose 
commercial banks are defined as those 
accepting demand deposits. 

(2) it is subject to the restrictions 
prescribed in § 315.6 of the savings bond 
regulations. 1 

(3) The matured bonds must be pre¬ 
sented to a Federal Reserve Bank or 
Branch for the specified purpose of tak¬ 
ing advantage of this privilege. 

(4) Series E bonds may be purchased 
with the proceeds of the matured bonds 
only up to the denominational amounts 
that the proceeds thereof will fully cov- 
e r; any difference between such pro¬ 
ceeds and the purchase price of Series 
E bonds will be paid to the owner. 

. (5) The Series E bonds will be reg- 
f£ ed . in name °f the owner in any 
authorized form of registration. 

(6) They will be dated as of the first 
nay of the month in which the matured 
onds are presented to a Federal Reserve 
Bank or Branch. 


^Department Circular No. 530, current 


(7) This privilege will continue until 
terminated by the Secretary of the 
Treasury. 

[seal] John K. Carlock, 

Fiscal Assistant Secretary 
of the Treasury. 

October 14,1963. 

[F.R. Doc. 63-10994; Filed, Oct. 16, 1963; 
8:47 a.m.] 


PART 332—OFFERING OF UNITED 
STATES SAVINGS BONDS, SERIES H 

Limitation on Holdings 

Section 332.7 (b) of Department Cir¬ 
cular No. 905, Second Revision, dated 
September 23, 1959, as amended (31 
CFR, Part 332, Supp. 1963) is hereby 
amended as follows: 

§ 332.7 Limitation on holdings. 
***** 

(b) Special limitation for owners of 
maturing savings bonds of Series F, G, 
J and K. Owners of outstanding sav¬ 
ings bonds of Series F, Series G, Series 
J and Series K are hereby granted the 
privilege of applying the proceeds of the 
bonds, at or after maturity, to the pur¬ 
chase of Series H bonds without regard 
to the general limitation on holdings, 
under the following restrictions and 
conditions. 

(1) This privilege extends to all own¬ 
ers of matured and maturing bonds of 
Series F, Series G, Series J and Series K, 
except bonds registered in the names of 
commercial banks in their own right (as 
distinguished from a representative or 
fiduciary capacity). For this purpose 
commercial banks are defined as those 
accepting demand deposits. 

(2) It is subject to the restrictions 
prescribed in § 315.6 of the savings bond 
regulations. 1 

(3) The matured bonds must be pre¬ 
sented to a Federal Reserve Bank or 
Branch for the specified purpose of 
taking advantage of this privilege. 

(4) Series H bonds may be purchased 
with the proceeds of the matured bonds 
only up to the denominational amounts 
that the proceeds thereof will fully 
cover; any difference between such pro¬ 
ceeds and the purchase price of Series H 
bonds will be paid to the owner. 

(5) The Series H bonds will be regis¬ 
tered in the name of the owner in any 
authorized form of registration. 

(6) They will be dated as of the first 
day of the month in which the matured 
bonds are presented to a Federal Re¬ 
serve Bank or Branch. 

(7) This privilege will continue until 
terminated by the Secretary of the 
Treasury. 

[seal] John K. Carlock, 

Fiscal Assistant Secretary 
of the Treasury. 

October 14,1963. 

[FR. Doc. 63-10995; Filed, Oct. 16, 1963; 

8:47 a.m.] 


1 Department Circular No. 530, current 
revision. 


Title 32—NATIONAL DEFENSE 

Chapter VII—Department of the Air 
Force 

SUBCHAPTER C—ADMINISTRATIVE CLAIMS 
AND LITIGATION 

PART 836—CLAIMS 

SUBCHAPTER F—RESERVE FORCES 

PART 862—AIR FORCE RESERVE 
OFFICERS’ TRAINING CORPS 

SUBCHAPTER G—PERSONNEL 

PART 888—STANDARDS OF 
CONDUCT 

Miscellaneous Amendments 

Part 836 is amended as follows: 

1. In § 836.15(a), revise subparagraph 
(3) to read as follows: 

§ 836.15 Action on approved claims. 

(a) Settlement agreement. * * * 

(3) In all claims paid under §§ 836.85 
to 836.91, 836.92 to 836.98, and 836.123 to 
836.130, a settlement agreement is re¬ 
quired as provided therein. 

2. Revise § 836.19(a) to read as fol¬ 
lows: 

§ 836.19 Participation in prosecution of 
claims and disclosure of information. 

(a) Aid or assistance prohibited . Air 
Force personnel are forbidden to repre¬ 
sent, aid, or assist any claimant or 
potential claimant in the prosecution or 
support of any claim against the United 
States, or to receive any gratuity, share, 
or interest in any such claim. This in¬ 
cludes disclosing or furnishing informa¬ 
tion or documents which may be made 
the basis of a claim, or any evidence of 
record in a claim matter—such as re¬ 
ports of investigation, statements of 
witnesses, photographs, and medical 
reports. 

3. Delete present § 836.35 and insert 
the following: 

§ 836.35 Demand on carrier, contractor, 
warehouseman or insurer. 

(a) Carrier, contractor , or warehouse¬ 
man —(1) General, (i) In all cases 
where personal property is damaged or 
lost while being transported by a carrier, 
contractor, or warehouseman, the owner- 
claimant must provide the claims officer 
with sufficient information so that a 
written demand for reimbursement can 
be made, in accordance with provisions 
of the bill of lading or other contract, 
on the carrier, contractor, or warehouse¬ 
man who was in possession, of the prop¬ 
erty when it was lost or damaged. Ex¬ 
ception: If the property was shipped on 
a thru bill of lading, demand will be 
made on the carrier to whom the bill of 
lading was issued. 

(ii) If the responsible carrier, con¬ 
tractor, or warehouseman is not known 
or cannot be determined, a demand will 
be made on the last such carrier, con¬ 
tractor, or warehouseman known or be¬ 
lieved to have handled the shipment. 
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(iii) If more than one bill of lading 
or contract was issued, a separate de¬ 
mand will be made on the last carrier, 
contractor, or warehouseman, under 
each. 

(iv) No demand will be made if: 

(a) It is apparent that the estimated 
weight of the damaged or lost property 
is such that any recovery would be in¬ 
significant. 

(b) It is clearly evident that the dam¬ 
age or loss was caused by faulty packing 
by Government employees. 

(c) There is some other cogent reason 
why a demand would be impracticable. 

(v) If the property was being carried 
under an MSTS shipping contract by a 
commercial ocean carrier, the shipper- 
owner, will not make a demand on the 
ocean carrier. Claims against such 
ocean carriers are the sole responsibility 
of MSTS, and, after settlement of the 
claim by the Air Force, the Chief, Claims 
Division, Office of The Judge Advocate 
General, Headquarters USAF, will trans¬ 
mit the assignment of claim to MSTS 
for appropriate action. 

(b) Insurer —(1) General. In all 
cases where damaged or lost personal 
property was insured in whole or part, 
the claimant will make a written demand 
on the insurer for reimbursement under 
the terms and conditions of the insurance 
coverage. Such demand should be made 
before filing the claim against the Gov¬ 
ernment under 10 U.S.C. 2732 and 
§§ 836.28 to 836.41, and within the time 
limit prescribed by the policy. 

(2) Action on claim while demand on 
insurer pending, (i) Normally, the de¬ 
mand on the insurer should be conclud¬ 
ed before the claim file is forwarded, 
unless this will unduly delay processing 
of the claim. 

(ii) However, on traffic-type accidents 
and other motor vehicle damage which 
occur on base in the United States, its 
territories. Commonwealth, or posses¬ 
sions, the approving authority will make 
no settlement until the demand on the 
insurer has been accepted or rejected. 

(3) Insurance recovery. The claim¬ 
ant should be encouraged to consult with 
the base staff judge advocate before ac¬ 
cepting any insurance offer that is not 
in full satisfaction of the claim. 

(c) Application of recovery. (1) Any 
amount recovered or recoverable from 
a carrier, contractor, warehouseman, or 
insurer will be deducted from the amount 
otherwise allowable under §§ 836.28 to 
836.41. Exception: A deduction will not 
be made for the recovery for any item 
which cannot be allowed by the Air 
Force for payment. 

(2) When the amount recovered or 
recoverable from a carrier, contractor, 
warehouseman, or insurer is equal to or 
greater than the amount otherwise pay¬ 
able by the Air Force, no compensation 
will be allowed under §§ 836.28 to 836.41. 
The amount otherwise payable is that 
amount determined by the application 
to the total amount claimed of deprecia¬ 
tion factors and limitations and exclu¬ 
sions provided in §§ 836.28 to 836.41 and 
its implementing guides and instructions. 
In cases where the amount determined 


to be payable by the Air Force exceeds 
$6,500 after all deductions have been 
made, the claimant will be awarded 
$6,500. 

(d) Transfer and assignment of 
rights. (1) The claimant will assign to 
the United States, to the extent of any 
payment on his claim accepted by him, 
all his rights, title, and interest in any 
claim he may have against any carrier, 
contractor, warehouseman, insurer, or 
other party arising out of the incident 
on which the claim against the United 
States is based. On request, he also 
will furnish such evidence as may be re¬ 
quired to enable the United States to 
enforce the claim. 

(2) After payment of his claim by the 
United States, if the claimant receives 
any payment from a carrier, contractor, 
warehouseman, insurer, or other party, 
he will pay the proceeds to the United 
States to the extent of the payment re¬ 
ceived by him from the United States 
(see § 836.41). 

4. Revise § 836.27(a) to read as 
follows: 


widely-held diversified mutual fund or 
regulated investment company. 
***** 


By order of the Secretary of the Air 
Force. 


William L. Koch, 
Lt. Colonel, U.S. Air Force, 
Chief, Special Activities 
Group, Office of The Judge 
Advocate General. 


[F.R. Doc. 63-10967; Filed, Oct. 16, 1963; 
8:45 a.m.] 


Title 50—WILDLIFE AND 
FISHERIES 

Chapter I—Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior 

PART 32—HUNTING 

Tewaukon National Wildlife Refuge, 
North Dakota 


§ 836.37 Claims procedure. 

(a) Presenting claim. After discovery 
of the damage or loss, all claims should 
be submitted as soon as possible to the 
claims officer of the organization to 
which the claimant is attached or as¬ 
signed. If a person inquires about the 
procedure for presenting a claim, he will 
be furnisned appropriate claim forms, 
advised where they may be presented, 
and informed of the statute of limita¬ 
tions. A claim will not be refused even 
though it is presented at the wrong place, 
on the wrong form, or appears not to 
be within the provisions of §§ 836.28 to 
836.41. 

5. In § 836.45 add new paragraph (r) 
as follows: 

§ 836.45 Claims uot cognizable. 

***** 

(r) Claims presented while litigation 
commenced by the claimant and arising 
from the same accident or incident, is 
pending against the United States. 

(Sec. 8012, 70A Stat. 488; 10 U.S.C. 8012. 
Statutory provisions interpreted or applied 
are cited to text) [AFM 112-1H, August 1, 
1963] 

In Subchapter F—Reserve Forces, Part 
862—Air Force Reserve Officers Train¬ 
ing Corps the following is inserted as 
a center head: “Policies and Procedures 
for the Organization, Administration, 
and Operation of the AFROTC.” 

In Subchapter G—Personnel, Part 
888—Standards of Conduct, in order to 
correct the reference in § 888.11(a) (3), 
subparagraph (3) is reinserted as 
follows: 

§ 888.11 Conflict of interest laws. 

(a) * * > 

(3) Nondisqualifying financial inter¬ 
est. A full-time officer or employee need 
not disqualify himself under subpara¬ 
graph (2) (iii) of this paragraph, if the 
financial holdings are in shares of a 


The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register. 

§ 32.22 Special regulations; upland 
game; for individual wildlife refuge 
areas. 

North Dakota 

TEWAUKON NATIONAL WILDLIFE REFUGE 

Public hunting of upland game on the 
Tewaukon National Wildlife Refuge, 
North Dakota, is permitted only on the 
area designated by signs as open to hunt¬ 
ing. This open area, comprising 1,840 
acres or 33 percent of the total refuge 
area is delineated on a map available at 
the refuge headquarters and from the 
Regional Director, Bureau of Sport Fish¬ 
eries and Wildlife, 1006 West Lake Street, 
Minneapolis 8, Minnesota. Hunting 
shall be subject to the following 
conditions: 

(a) Species permitted to be taken: 
Pheasants only during the season speci¬ 
fied below. The hunting of other up¬ 
land game species, as may be authorized 
by North Dakota State regulations, is 
prohibited. 

(b) Open season: From sunrise to 
sunset daily from November 18 through 
December 31,1963. 

(c) Daily bag limit: Four male birds. 

(d) Methods of hunting : 

(1) Weapons—shotguns or bow and 
arrow. Shotguns must be no larger 
than 10 gauge, fired from the shoulder 
and capable of holding three shots or 
less. Arrows must be at least 24 inches 
in length and have at least 2 untrimmed 
or not less than 5 trimmed feathers 
(Flu-Flu type). 

(e) Other provisions: 

(1) The provisions of this special 
regulation supplement the regulations 
which govern hunting on wildlife refuge 
areas generally which are set forth m 
Title 50, Code of Federal Regulations, 
Part 32. 

(2) A Federal permit is not required 
to enter the public hunting area. 
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(3) The provisions of this special 
regulation are effective to January 1, 

1964. 

R. W. Burwell, 
Regional Director, Bureau of 
Sport Fisheries and Wildlife. 

October 10,1963. 

[F.R. Doc. 63-10973; Filed, Oct. 16, 1963; 
8:45 a.m.] 


PART 32—HUNTING 

South Dakota; Lacreek National 
Wildlife Refuge et al. 

The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register. 

§32.32 Special regulations; big game; 
for individual wildlife refuge areas. 

South Dakota 

LACREEK NATIONAL WILDLIFE REFUGE 

Public hunting of big game on the 
Lacreek National Wildlife Refuge, South 
Dakota, is permitted only on the area 
designated by signs as open to hunting. 
This open area, comprising 310 acres or 
3 percent of the total refuge area, locally 
known as the Little White River recrea¬ 
tional area, is delineated on a map avail¬ 
able at the refuge headquarters and 
from the Regional Director, Bureau of 
Sport Fisheries and Wildlife, 1006 West 
Lake Street, Minneapolis 8, Minnesota. 
Hunting shall be subject to the follow¬ 
ing conditions : 

(a) Species permitted to be taken: 
White-tailed or mule deer during the 
season specified below. 

(b) Open season: From one-half hour 
before sunrise to sunset, daily from No¬ 
vember 1 through November 11, 1963. 

(c) Bag limit: One buck deer with two 
or more points to one antler; one deer 
per person per season. 

(d) Methods of hunting: 

(1) Weapons—As designated under 
Chapter 25.0708 of the South Dakota 
Game and Fish Code of Laws. 

(e) Other provisions: 

(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern hunting on wildlife refuge areas 
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generally which are set forth in Title 
50, Code of Federal Regulations, Part 
32. 

(2) A Federal permit is not required 
to enter the public hunting area. 

(3) The provisions of this special reg¬ 
ulation are effective through November 
11, 1963. 

SAND LAKE NATIONAL WILDLIFE REFUGE 

Public hunting of big game on the 
Sand Lake National Wildlife Refuge, 
South Dakota, is permitted only on the 
area designated by signs as open to hunt¬ 
ing. This open area, comprising 20,000 
acres or 93 percent of the total refuge 
area, is delineated on a map available 
at the refuge headquarters and from the 
Regional Director, Bureau of Sport Fish¬ 
eries and Wildlife, 1006 West Lake Street, 
Minneapolis 8, Minnesota. Hunting shall 
be subject to the following conditions: 

(a) Species permitted to be taken: 
White-tailed or mule deer during the 
seasons specified below. 

(b) Open season: Gun season—From 
one-half hour before sunrise to one-half 
hour after sunset, daily from November 

30, 1963, through December 8,1963. Bow 
and Arrow season—From one-half hour 
before sunrise to one-half hour after 
sunset, daily from December 15, 1963 
through December 31, 1963. 

(c) Bag limit: One deer, of any age or 
sex, per person per season. 

(d) Methods of hunting: 

(1) Weapons—For gun season as des¬ 
ignated under Chapter 25.0708 of the 
South Dakota State Game and Fish Code 
of Laws. Archery hunters must be 
equipped with a non-mechanical bow of 
not less than 40 pounds pull. Bow and 
arrow hunters may not carry any fire¬ 
arms, cross bows, explosives, poisonous 
or barbed arrow points. 

(e) Other provisions: 

(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 50, 
Code of Federal Regulations, Part 32. 

(2) A Federal permit is not required 
to enter the public hunting area. 

(3) The provisions of this special reg¬ 
ulation are effective through December 

31, 1963. 
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WAUBAY NATIONAL WILDLIFE REFUGE 

Public hunting of big game on the 
Waubay National Wildlife Refuge, South 
Dakota, is permitted only on the area 
designated by signs as open to hunting. 
This open area, comprising 2,200 acres 
or 50 percent of the total refuge area, is 
delineated on a map available at the 
refuge headquarters and from the Re¬ 
gional Director, Bureau of Sport Fish¬ 
eries and Wildlife, 1006 West Lake Street, 
Minneapolis 8, Minnesota. Hunting shall 
be subject to the following conditions: 

(a) Species permitted to be taken: 
White-tailed or mule deer during the sea¬ 
son specified below. 

(b) Open seasons: Gun season—From 
one-half hour before sunrise to one-half 
hour after sunset, daily from November 
30, 1963, through December 8,1963. Bow 
and arrow season—From one-half hour 
before sunrise to one-half hour after 
sunset, daily from December 15, 1963, 
through December 31,1963. 

(c) Bag limit: One deer, of any age 
or sex, per person per season. 

(d) Methods of hunting: 

(1) Weapons—For gun season as des¬ 
ignated under Chapter 25.0708 of the 
South Dakota State Game and Fish Code 
of Laws. Archery hunters must be equip¬ 
ped with a non-mechanical bow of not 
less than 40 pounds pull. Bow and arrow 
hunters may not carry any firearms, 
cross bows, explosives, poisonous or 
barbed arrow points. 

(e) Other provisions: 

(1) The provisions of this special reg¬ 
ulation supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 50, 
Code of Federal Regulations, Part 32. 

(2) A Federal permit is not required 
to enter the public hunting area. 

(3) The provisions of this special regu¬ 
lation are effective through December 31, 
1963. 

R. W. Burwell, 
Regional Director, Bureau of 
Sport Fisheries and Wildlife. 

October 9,1963. 

[F.R. Doc. 63-10974; Filed, Oct. 16, 1963; 

8:45 a.m.J • 





Proposed Rule Making 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 909 ] 

HANDLING OF GRAPEFRUIT GROWN 
IN ARIZONA, IMPERIAL COUNTY, 
CALIF., AND THAT PART OF RIVER¬ 
SIDE COUNTY, CALIF., SITUATED 
SOUTH AND EAST OF WHITE 
WATER, CALIF. 

Notice of Proposed Rule Making With 
Respect to Approval of Expenses 
and Fixing of Rate of Assessment 
for 1963—64 Fiscal Period and 
Carryover of Unexpended Funds 

Consideration is being given to the fol¬ 
lowing proposals submitted by the Ad¬ 
ministrative Committee, established un¬ 
der Marketing Agreement No. 906, as 
amended, and Order No. 909, as amended 
(7 CFR Part 909), regulating the han¬ 
dling of grapefruit grown in the State 
of Arizona; in Imperial County, Cali¬ 
fornia; and in that part of Riverside 
County, California, situated south and 
east of White Water, California, effec¬ 
tive under the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674), as the agency to ad¬ 
minister the terms and provisions 
thereof. 

(1) That the Secretary of Agricul¬ 
ture find that expenses not to exceed 
$95,100 will be necessarily incurred dur¬ 
ing the fiscal period August 1, 1963, to 
July 31, 1964, for the maintenance and 
functioning of the committee established 
under the aforesaid amended marketing 
agreement and order. 

(2) That the Secretary of Agriculture 
fix, as the share of such expenses which 
each handler who first handles grape¬ 
fruit shall pay during the aforesaid fis¬ 
cal period in accordance with the afore¬ 
said amended marketing agreement and 
order, the rate of assessment at three 
cents ($0.03) per carton of grapefruit 
handled by such handler as the first han¬ 
dler thereof during such fiscal period. 

(3) That the Secretary of Agriculture 
find that unexpended assessment funds, 
in excess of expenses incurred during the 
fiscal period ending July 31, 1964, shall 
be carried over as a reserve in accordance 
with the applicable provisions of § 909.42 
of said amended marketing agreement 
and order. 

All persons who desire to submit writ¬ 
ten data, views, or arguments in connec¬ 
tion with the aforesaid proposals should 
file same with the Director, Fruit and 
Vegetable Division, Agricultural Market¬ 
ing Service, United States Department of 
Agriculture, Room 2077, South Building, 
Washington, D.C., 20250, not later than 
the 10th day after the publication of 
this notice in the Federal Register. All 
documents should be filed in quadrupli¬ 
cate. 


Terms used in the amended marketing 
agreement and order shall, when used 
herein, have the same meaning as is given 
to the respective term in said amended 
marketing agreement and order. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: October 11, 1963. 

Paul A. Nicholson, 
Deputy Director, Fruit and 
Vegetable Division, Agricul¬ 
tural Marketing Service. 

[F.R. Doc. 63-10981; Filed, Oct. 16, 1963; 
8:46 a.m. J 


[ 7 CFR Part 1097 ] 

[Docket No. AO 219-A13] 

MILK IN MEMPHIS, TENN., 
MARKETING AREA 

Decision on Proposed Amendments to 

Tentative Marketing Agreement 

and to Order 

Pursuant to the provisions of the Ag¬ 
ricultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing or¬ 
ders (7 CFR Part 900), a public hearing 
was held at Memphis, Tennessee, on 
June 25, 1963, pursuant to notice there¬ 
of issued on May 23, 1963 (28 F.R. 5270). 

Upon the basis of the evidence intro¬ 
duced at the hearing and the record 
thereof, the Assistant Secretary on Sep¬ 
tember 11, 1963 (28 F.R. 10169; F.R. Doc. 
63-9889) filed with the Hearing Clerk, 
United States Department of Agricul¬ 
ture, his recommended decision contain¬ 
ing notice of the opportunity to file writ¬ 
ten exceptions thereto. 

The material issue, findings and con¬ 
clusions, rulings, and general findings of 
the recommended decision (28 F.R. 
10169; F.R. Doc. 63-9889) are hereby ap¬ 
proved and adopted and are set forth in 
full herein: 

The material issue on the record of the 
hearing relates to marketing area. 

Findings and conclusions. The fol¬ 
lowing findings and conclusions on the 
material issue are based on evidence pre¬ 
sented at the hearing and the record 
thereof. 

The marketing area should be ex¬ 
panded to include the Tennessee coun¬ 
ties of Fayette, Hardeman (exclusive of 
Civil Districts 5 and 6), Haywood, Lau¬ 
derdale, Tipton, plus the portions of the 
townships of Mississippi and Proctor in 
Crittenden County, Arkansas, which are 
not included in the city of West Mem¬ 
phis, Arkansas. That portion of the 
village of Crowder which is in Panola 
County, Mississippi, should be excluded 
from the marketing area. 

The present Memphis marketing area 
includes the city of West Memphis, 
Arkansas; the Mississippi^ counties of 


De Soto, Tate, Panola, Tunica, Lafayette, 
and Marshall (exclusive of Beat 5); and 
the Tennessee counties of Shelby and 
Madison (except Civil Districts 4 and 9). 

The proposed marketing area will en¬ 
compass a contiguous geographical area 
in which Memphis order handlers are 
the principal distributors. The proposed 
counties are located near or between the 
counties of Shelby and Madison. Addi¬ 
tion of the proposed area will result in 
a marketing area more closely conform¬ 
ing to the sales territory of Memphis 
order handlers. Handlers regulated un¬ 
der this order have route distribution 
throughout the territory recommended 
for addition to the marketing area. 
There are no fluid milk sales in the pro¬ 
posed area made by unregulated han¬ 
dlers. The health regulations applicable 
to milk sold for fluid consumption are 
identical throughout the proposed mar¬ 
keting area so that milk can and does 
move freely within the area. 

Memphis order handlers have 100 per¬ 
cent of the fluid milk sales in Tipton 
County and 98 percent of the fluid sales 
in Lauderdale County. Two handlers 
regulated under the Paducah milk order 
have the remaining two percent of the 
fluid sales in Lauderdale County. In 
Haywood County, Memphis order han¬ 
dlers have approximately 90 percent of 
the fluid sales while a Paducah order 
handler has the remaining 10 percent. 
Four handlers under the Memphis order 
have sales in Fayette County and they 
have approximately 77 percent of the 
fluid sales in that county. Approxi¬ 
mately 23 percent of the fluid sales in 
Fayette County are made by a handler 
regulated under the Paducah order. 

Hardeman County is served by four 
Memphis order handlers, one Paducah 
order handler and an unregulated han¬ 
dler located in Tupelo, Mississippi. The 
unregulated handler’s sales in Harde¬ 
man County are limited to Civil Districts 
5 and 6. To prevent this handler from 
being regulated under the Memphis 
order, Memphis order handlers proposed 
and the principal cooperative in the 
market supported the exclusion of Civil 
Districts 5 and 6 from the proposed 
Memphis marketing area. This proposal 
should be adopted as regulation of this 
handler is not essential for effective regu¬ 
lation in the Memphis marketing area. 
The Tupelo handler is paying at least 
as much for his milk as he would be re¬ 
quired to pay if regulated under the 
Memphis order and the majority of his 
fluid milk sales are not made in com¬ 
petition with handlers regulated under 
the Memphis order. Memphis order 
handlers have approximately 86 percent 
of the fluid sales in the other seven civil 
districts of the county, and these dis¬ 
tricts should be included in the market¬ 
ing area. . ^ 

The proposal to add McNairy County 
to the marketing area was abandone 
and, therefore, is given no furtn 
consideration. 


11136 






Thursday, October 17, 1963 

The Tennessee counties of Crockett, 
Dyer and Gibson should not be included 
in the marketing area. Although 
Memphis order handlers have extensive 
sales in these counties, the exclusion of 
these counties will prevent unnecessary 
problems which might result from regu¬ 
lating under the Memphis order han¬ 
dlers who are strongly associated with 
the Paducah market. All of the fluid 
milk sales in the three counties are made 
by Memphis or Paducah order handlers. 

Two Paducah order handlers bpposed 
expansion of the marketing area on the 
grounds that it could result in their be¬ 
coming regulated under the Memphis 
order. One handler is located in Pa¬ 
ducah and the other handler is located 
in Fulton, Kentucky. Pulton is 48 miles 
from Paducah and 127 miles from Mem¬ 
phis. These handlers and their pro¬ 
ducers have been historically associated 
with the Paducah market which operates 
with a marketwide pool. Since the 
Memphis order provides an individual- 
handler pool, a shift to regulation under 
that order would deprive these producers 
of the pooling system under which they 
are now paid. Exclusion of Dyer, Gib¬ 
son and Crockett Counties from the mar¬ 
keting area will permit producers sup¬ 
plying the two Paducah handlers to con¬ 
tinue receiving the Paducah market 
blend price. 

The handler located in Pulton, Ken¬ 
tucky, is regulated by the Paducah order 
by virtue of having 10-12 percent of his 
fluid milk sales in the Paducah market¬ 
ing area. This handler has another 
10-12 percent of his sales in the two 
counties of Dyer and Gibson. Thus, if 
these two counties were not excluded 
from the marketing area this handler 
could, with a slight shift in sales, become 
regulated under the Memphis order dur¬ 
ing certain months of a year. 

The handler located in Paducah 
makes approximately 43 percent of the 
fluid milk sales in Crockett County, 13 
percent of such sales in Dyer County 
and 9 percent of such sales in Gibson 
County. While this handler has some 
sales in four of the counties proposed 
to be added to the marketing area these 
counties have a small population, the 
largest having approximately 24,000 
People. The sales in these counties rep¬ 
resent a small percentage of this han¬ 
dler’s total Class I sales. No evidence 
was presented to show that the ex¬ 
panded marketing area, as herein pro¬ 
posed, would bring this handler under 
regulation of the Memphis order. 

The portions of Mississippi and Proc¬ 
ter Townships, in Crittenden County, 
Arkansas, which are not now included 
m the city of West Memphis, Arkansas, 
should be added to the marketing area, 
fhe city of West Memphis was added to 
the marketing area in June 1954. The 
mty limits have been expanded six times 
since that time. Any change in bound¬ 
ary lines of any named city, town or 
tillage which is made subsequent to the 
issuance of an order does not modify the 
geographical boundary lines of a market- 
area to conform to the changes re¬ 
nting from such annexation or other 
ca ^i° n °* the boundary lines of 
units. This presents the problem 
1 determining the volume of milk dis¬ 
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posed of in the marketing area when the 
boundary lines are no longer recognized 
by the political subdivision. Since the 
quantity sold by a handler determines 
whether such handler is regulated, it is 
important to have an area boundary 
which is clearly defined. The addition 
of Mississippi and Proctor Townships to 
the marketing area will add a small area 
around the city of West Memphis. All 
fluid milk sales in these townships are 
made by regulated handlers. 

The portion of the village of Crowder 
in Panola County, Mississippi, should be 
excluded from the Memphis marketing 
area. This village lies partly in Quit- 
man and Panola Counties, Mississippi. 
The population of Crowder as of 1960 
was 476 and the preponderance of the 
population is located in Quitman 
County. Because the Mississippi Delta 
marketing area includes all of the vil¬ 
lage of Crowder that portion of the vil¬ 
lage of Crowder which is in Panola 
County should be excluded from the 
Memphis marketing area. 

Rulings on proposed findings and con¬ 
clusions. Briefs and proposed findings 
and conclusions were filed on behalf of 
certain interested parties. These briefs, 
proposed findings and conclusions and 
the evidence in the record were con¬ 
sidered in making the findings and con¬ 
clusions set forth above. To the extent 
that the suggested findings and conclu¬ 
sions filed by interested parties are in¬ 
consistent with the findings and conclu¬ 
sions set forth herein, the requests to 
make such findings or reach such con¬ 
clusions are denied for the reasons previ¬ 
ously stated in this decision. 

General findings. The findings and 
determinations hereinafter set forth are 
supplementary and in addition to the 
findings and determinations previously 
made in connection with the issuance of 
the aforesaid order and of the previously 
issued amendments thereto; and all of 
said previous findings and determina¬ 
tions are hereby ratified and affirmed, 
except insofar as such findings and de¬ 
terminations may be in conflict with the 
findings and determinations set forth 
herein. 

(a) The tentative marketing agree¬ 
ment and the order, as hereby proposed, 
to be amended, and all of the terms and 
conditions thereof, will tend to effectuate 
the declared policy of the Act; 

(b) The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
Act are not reasonable ir. view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which 
affect market supply and demand for 
milk in the marketing area, and the 
minimum prices specified in the proposed 
marketing agreement and the order, as 
hereby proposed to be amended, are such 
prices as will reflect the aforesaid fac¬ 
tors, insure a sufficient quantity of pure 
and wholesome milk, and be in the public 
interest; and 

(c) The tentative marketing agree¬ 
ment and the order, as hereby proposed 
to be amended, will regulate the han¬ 
dling of milk in the same manner as, 
and will be applicable only to persons in 
the respective classes of industrial and 
commercial activity specified in, a mar¬ 
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keting agreement upon which a hearing 
has been held. 

Rulings on exceptions. In arriving at 
the findings and conclusions, and the 
regulatory provisions of this decision, 
each of the exceptions received was care¬ 
fully and fully considered in conjunction 
with the record evidence pertaining 
thereto. To the extent that the findings 
and conclusions, and the regulatory pro¬ 
visions of this decision are at variance 
with any of the exceptions, such excep¬ 
tions are hereby overruled for the reasons 
previously stated in this decision. 

Marketing agreement and order. 
Annexed hereto and made a part hereof 
are two documents entitled respectively, 
“Marketing Agreement Regulating the 
Handling of Milk in the Memphis, Ten¬ 
nessee, Marketing Area”, and “Order 
Amending the Order Regulating the 
Handling of Milk in the Memphis, Ten¬ 
nessee, Marketing Area”, which have 
been decided upon as the detailed and 
appropriate means of effectuating the 
foregoing conclusions. 

It is hereby ordered, That all of this 
decision, except the attached marketing 
agreement, be published in the Federal 
Register. The regulatory provisions of 
said marketing agreement are identical 
with those contained in the order as 
hereby proposed to be amended by the 
attached order which will be published 
with this decision. 

Determination of representative pe¬ 
riod. The month of July 1963 is hereby 
determined to be the representative pe¬ 
riod for the purpose of ascertaining 
whether the issuance of the attached 
order amending the order regulating the 
handling of milk in the Memphis, Ten¬ 
nessee, marketing area, is approved or 
favored by producers, as defined under 
the terms of the order as hereby pro¬ 
posed to be amended, and who, during 
such representative period, were engaged 
in the production of milk for sale within 
the aforesaid marketing area. 

Signed at Washington, D.C., on Oc¬ 
tober 11, 1963. 

Charles S. Murphy, 
Acting Secretary. 

Order 1 Amending the Order Regulating 

the Handling of Milk in the Memphis , 

Tennessee, Marketing Area 

§ 1097.0 Findings and determinations. 

The findings and determinations here¬ 
inafter set forth are supplementary and 
in addition to the findings and determi¬ 
nations previously made in connection 
with the issuance of the aforesaid order 
and of the previously issued amendments 
thereto; and all of said previous findings 
and determinations are hereby ratified 
and affirmed, except insofar as such find¬ 
ings and determinations may be in con¬ 
flict with the findings and determina¬ 
tions set forth herein. 

(a) Findings upon the basis of the 
hearing record. Pursuant to the provi¬ 
sions of the Agricultural Marketing 


1 This order shall not become effective un¬ 
less and until the requirements of § 900.14 
of the rules of practice and procedure gov¬ 
erning proceedings to formulate marketing 
agreements and marketing orders have been 
met. 
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Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.), and the applicable 
rules of practice and procedure govern¬ 
ing the formulation of marketing agree¬ 
ments and marketing orders (7 CFR Part 
900), a public hearing was held upon 
certain proposed amendments to the 
tentative marketing agreement and to 
the order regulating the handling of 
milk in the Memphis, Tennessee, mar¬ 
keting area. Upon the basis of the evi¬ 
dence introduced at such hearing and 
the record thereof, it is found that: 

(1) The said order as hereby amend¬ 
ed, and all of the terms and conditions 
thereof, will tend to effectuate the de¬ 
clared policy of the Act; 

(2) The parity prices of milk, as de¬ 
termined pursuant to section 2 of the 
Act, are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which af¬ 
fect market supply and demand for milk 
in the said marketing area, and the 
minimum prices specified in the order as 
hereby amended,, are such prices as will 
reflect the aforesaid factors, insure a 
sufficient quantity of pure and whole¬ 
some milk, and be in the public interest; 

(3) The said order as hereby amend¬ 
ed, regulates the handling of milk in the 
same manner as, and is applicable only 
to persons in the respective classes of 
industrial or commercial activity speci¬ 
fied in, a marketing agreement upon 
which a hearing has been held. 

(4) All milk and milk products han¬ 
dled by handlers, as defined in the order 
as hereby amended, are in the current 
of interstate commerce or directly bur¬ 
den, obstruct, or affect interstate com¬ 
merce in milk or its products; and 

(5) It is hereby found that the neces¬ 
sary expense of the market administra¬ 
tor for the maintenance and functioning 
of such agency will require the payment 
by each handler, as his pro rata share 
of such expense, four cents per hundred¬ 
weight or such amount not to exceed, 
four cents per hundredweight as the 
Secretary may prescribe, as follows: 

(a) By each handler pursuant to 
§ 1097.10(a) with respect to all: 

(1) Receipts of milk from producers 
(including such handler’s own produc¬ 
tion) and from cooperative associations 
which are handlers pursuant to § 1097.10 
(c) ; and 

(2) Other source milk received at a 
fluid milk plant classified as Class I milk; 
and 

(b) By a cooperative association with 
respect to all: 

(1) Milk for which such cooperative 
association is a handler pursuant to 
§ 1097.10(b) ; and 

(2) Milk for which such cooperative 
association is accountable pursuant to 
§ 1097.10(c) in excess of that specified 
in paragraph (a) of this section. 

Order relative to handling. It is 
therefore ordered, that on and after the 
effective date hereof, the handling of 
milk in the Memphis, Tennessee, mar¬ 
keting area shall be in conformity to 
and in compliance with the terms and 
conditions of the aforesaid order, as 
amended, and as hereby further amended 
as follows: 
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1. Section 1097.6 is revised to read as 
follows: 

§ 1097.6 Memphis, Tennessee, market¬ 
ing area. 

“Memphis, Tennessee, marketing area” 
means all the territory, including in¬ 
corporated municipalities and military 
reservations, within the Tennessee coun¬ 
ties of Payette, Hardeman (except Civil 
Districts 5 and 6), Haywood, Lauderdale, 
Madison (except Civil Districts 4 and 
9), Shelby and Tipton; the Mississippi 
counties of DeSoto, Tate, Panola (except 
the village of Crowder), Tunica, Lafay¬ 
ette and Marshall (exclusive of Beat 5); 
and the townships of Mississippi and 
Proctor in Crittenden County, Arkansas. 

[F.R. Doc. 63-10982; Filed, Oct. 16, 1963; 

8:46 a.m.] 


[ 7 CFR Part 1130 3 

[Docket No. AO-259-A10] 

MILK IN CORPUS CHRISTI, TEX., 
MARKETING AREA 

Decision on Proposed Amendments to 

Tentative Marketing Agreement 

and to Order 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900), a public hear¬ 
ing was held at Corpus Christi, Texas, 
on August 12, 1963, pursuant to notice 
thereof issued on July 26, 1963 (28 F.R. 
7847). 

Upon the basis of the evidence intro¬ 
duced at the hearing and the record 
thereof, the Secretary on September 20, 
1963 (28 F.R. 10426; F.R. Doc. 63-10250) 
filed with the Hearing Clerk, United 
States Department of Agriculture, his 
recommended decision containing notice 
of the opportunity to file written excep¬ 
tions thereto. No exceptions were filed 
to the recommended decision. 

The material issues, findings and con¬ 
clusions, rulings, and general findings of 
the recommended decision (28 F.R. 
10426; F.R. Doc. 63-10250) are hereby 
approved and are adopted as if set forth 
in full herein, subject to the following 
modification: 

1. Add a new sentence at the end of 
the seventh paragraph under the “Find¬ 
ings and Conclusions.” 

The material issues on the record of 
the hearing relate to the revision of the 
definitions for a supply plant, fluid milk 
plant and market equalization plant. 

Findings and conclusions. The fol¬ 
lowing findings and conclusions on the 
material issues are based on evidence 
presented at the hearing and the rec¬ 
ord thereof: 

The supply plant, fluid milk plant and 
market equalization plant definitions 
should be revised to permit a market 
equalization plant to receive other source 
milk during the months of August 
through January to the same extent that 
fully regulated plants are permitted such 
receipts; i.e., from any plant in an 
amount not in excess of a aaily average 
of 5,000 pounds per month. In addition. 


shipments to a market equalization plant 
should be included as qualifying ship¬ 
ments for purposes of determining a 
plant’s status as a fluid milk plant. 

Effective March 1, 1963, the order was 
amended to recognize a balancing plant 
operated by a cooperative association as 
a market equalization plant. Such a 
market equalization plant is presently 
defined as “a plant, other than a fluid 
milk plant, operated by a cooperative 
association, performing marketing serv¬ 
ices pursuant to § 1130.84(b), which 
plant is approved by a duly constituted 
health authority for the receipt and dis¬ 
position of Grade A milk and at which 
all fluid milk products received are as 
diversions pursuant to § 1130.16 or as 
transfers from fluid milk plants.” 

Receipts at a market equalization 
plant are limited to diverted producer 
milk and transfers from fluid milk 
plants. This was recognized as a re¬ 
striction on the full role of such a plant 
in balancing supplies when the decision 
was issued on February 15, 1963. How¬ 
ever, it was expected that the recogni¬ 
tion of the cooperative as a handler 
on farm bulk tank milk, in conjunction 
with recognition of its market equaliza¬ 
tion plant, would permit sufficient flexi¬ 
bility to assure free movement of milk 
between handlers as needed. The limi¬ 
tation on receipts at the market equali¬ 
zation plant was intended to provide 
assurance to other handlers and non¬ 
member producers that the cooperative 
association could not use the market 
equalization plant except as a market 
balancing plant for milk associated with 
the market through previous delivery to 
fluid milk plants. It was not anticipated 
that the cooperative would move milk 
through its plant to other handlers ex¬ 
cept in limited quantities during the 
short season when limited imports of 
other source milk are permitted. 

Producer milk supplies, as compared 
to Class I sales, for the Corpus Christi 
market began to shorten in September 
1962. Because of the need for additional 
milk, two unregulated supply plants be¬ 
came associated with the market and 
regulated under the order. Although 
one plant remained on the market only 
for October 1962, the second plant was on 
the market for the nine-month perioo 
of September 1962-May 1963. This milk 
was arranged for by the cooperative as¬ 
sociation to fulfill the needs of propri¬ 
etary handlers. For most efficient hand¬ 
ling it would have been desirable that 
the milk move through the market equal¬ 
ization plant but this was deterred by the 
present terms of the order, since receipts 
of only diverted milk and transfers from 
fluid milk plants are permitted at the 
market equalization plant if such plant 
is to maintain its unregulated status, in 
addition, any shipment from such plant 
to a fluid milk plant in any of the months 
of February through July would also re¬ 
sult in full regulation. 

Under individual-handler pooling 
these movements of milk would work t 
the detriment of the cooperative since 
the bulk of the milk received at the plant 
would undoubtedly be disposed of io 
Class II use. With regulated status, 
producers whose milk moved by divei- 

sion to the market equalization pia 

would receive a price for such milk 
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fleeting only the utilization value of milk 
at the balancing plant rather than the 
blend price paid at the plant from which 
the milk was diverted. Hence, the bur¬ 
den of carrying the market’s reserve sup¬ 
plies would fall almost entirely on such 
producers. 

Amendments to the order definitions 
are needed to provide additional flexibil¬ 
ity in a manner which would permit the 
market equalization plant to function ef¬ 
fectively as a balancing plant. The re¬ 
visions herein recommended will accom¬ 
modate free movement of milk between 
fluid milk plants and the market equali¬ 
zation plant. In addition, they will ac¬ 
commodate the importation of supple¬ 
mental milk supplies from outside the 
market through a market equalization 
plant and provide regulation of the 
source plant in exactly the same manner 
as though the importation were made 
directly to fluid milk plants. 

To fully implement this conclusion, 
the recommended order language defin¬ 
ing a ‘ ‘market equalization plant” has 
been modified to make clear that the 
limitation of not in excess of 5,000 pounds 
on a daily average on receipts of other 
source fluid milk products during any 
month of August through July applies 
to each nonfluid milk plant shipping to 
a market equalization plant. 

The movements of milk in the market 
since the amendment of March 1, 1963, 
have been directed in a manner to avoid 
regulation of the market equalization 
plant, and consequently the amendment 
herein recommended will not affect the 
volume of milk priced under the order. 
The revisions will, however, permit 
greater efficiency in the movement of 
milk between fluid milk plants and should 
result in substantial savings both to the 
cooperative association and to regulated 
handlers. 

No opposition to the proposed revisions 
was raised at the hearing. 

A supply plant’s qualifying shipments 
under the present order are based on the 
milk equivalent of 4.0 percent butter fat 
content milk. Proponents of these 
amendments also proposed that such 
shipment be based on the milk equivalent 
of 3.5 percent butterfat content milk 
since all other provisions are based on 
3 5 percent milk. This change would 
make accounting for milk more con¬ 
venient and would have little effect on 
the volume of milk permitted to enter 
the market without the plant being reg¬ 
ulated. Therefore, this recommendation 
is herein adopted. 

Rulings on proposed findings and con¬ 
tusions. No briefs were filed on behalf 
°f interested parties. 

General findings. The findings and 
^terminations hereinafter set forth are 
supplementary and in addition to the 
jmdings and determinations previously 
made in connection with the issuance 
01 the aforesaid order and of the previ- 
°dsly issued amendments thereto; and 
°f said previous findings and deter¬ 
minations are hereby ratified and af- 
except insofar as such findings 
mid determinations may be in conflict 
the findings and determinations set 
forth herein. 

(a) Th e tentative marketing agree- 

ont and the order, as hereby proposed 
No. 203-5 


to be amended, and all of the terms and 
conditions thereof, will tend to effectu¬ 
ate the declared policy of the Act; 

(b) The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
Act are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which af¬ 
fect market supply and demand for milk 
in the marketing area, and the minimum 
prices specified in the proposed market¬ 
ing agreement and the order, as hereby 
proposed to be amended, are such prices 
as will reflect the aforesaid factors, in¬ 
sure a sufficient quantity of pure and 
wholesome milk, and be in the public 
interest; and 

(c) The tentative marketing agree¬ 
ment and the order, as hereby proposed 
to be amended, will regulate the handling 
of milk in the same manner as, and will 
be applicable only to persons in the re¬ 
spective classes of industrial and com¬ 
mercial activity specified in, a marketing 
agreement upon which a hearing has 
been held. 

Marketing agreement and order. An¬ 
nexed hereto and made a part hereof are 
two documents entitled, respectively, 
“Marketing Agreement Regulating the 
Handling of Milk in the Corpus Christi, 
Texas, Marketing Area”, and “Order 
Amending the Order Regulating the 
Handling of Milk in the Corpus Christi, 
Texas, Marketing Area”, which have 
been decided upon as the detailed and 
appropriate means of effectuating the 
foregoing conclusions. 

It is hereby ordered, That all of this 
decision, except the attached marketing 
agreement, be published in the Federal 
Register. The regulatory provisions of 
said marketing agreement are identical 
with those contained in the order as 
hereby proposed to be amended by the 
attached order which will be published 
with this decision. 

Determination of representative pe¬ 
riod. The month of August 1963 is hereby 
determined to be the representative 
period for the purpose of ascertaining 
whether the issuance of the attached 
order amending the order regulating the 
handling of milk in the Corpus Christi, 
Texas, marketing area, is approved or 
favored by producers, as defined under 
the terms of the order as hereby proposed 
to be amended, and who, during such rep¬ 
resentative period, were engaged in the 
production of milk for sale within the 
aforesaid marketing area. 

Signed at Washington, D.C., on Octo¬ 
ber 11, 1963. 

Charles S. Murphy, 
Acting Secretary. 

Order 1 Amending the Order Regulating 

the Handling of Milk in the Corpus 

Christi, Texas, Marketing Area 

§ 1130.0 Findings and determinations. 

The findings and determinations here¬ 
inafter set forth are supplementary and 
in addition to the findings and determi¬ 


1 This order shall not become effective un¬ 
less and until the requirements of § 900.14 
of the rules of practice and procedure gov¬ 
erning proceedings to formulate marketing 
agreements and marketing orders have been 
met. 


nations previously made in connection 
with the issuance of the aforesaid order 
and of the previously issued amendments 
thereto; and all of said previous findings 
and determinations are hereby ratified 
and affirmed, except insofar as such find¬ 
ings and determinations may be in con¬ 
flict with the findings and determina¬ 
tions set forth herein. 

(a) Findings upon the basis of the 
hearing record. Pursuant to the pro¬ 
visions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.), and the applicable 
rules of practice and procedure govern¬ 
ing the formulation of marketing agree¬ 
ments and marketing orders (7 CFR Part 
900), a public hearing was held upon 
certain proposed amendments to the 
tentative marketing agreement and to 
the order regulating the handling of milk 
in the Corpus Christi, Texas, marketing 
area. Upon the basis of the evidence 
introduced at such hearing and the rec¬ 
ord thereof, it is found that: 

(1) The said order as hereby amended, 
and all of the terms and conditions 
thereof, will tend to effectuate the de¬ 
clared policy of the Act; 

(2) The parity prices of milk, as de¬ 
termined pursuant to section 2 of the 
Act, are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which af¬ 
fect market supply and demand for milk 
in the said marketing area, and the min¬ 
imum prices specified in the order as 
hereby amended, are such prices as will 
reflect the aforesaid factors, insure a 
sufficient quantity of pure and whole¬ 
some milk, and be in the public interest; 
and 

(3) The said order as hereby amended, 
regulates the handling of milk in the 
same manner as, and is applicable only 
to persons in the respective classes of 
industrial or commercial activity speci¬ 
fied in, a marketing agreement upon 
which a hearing has been held. 

Order relative to handling. It is 
therefore ordered, that on and after the 
effective date hereof, the handling of 
milk in the Corpus Christi, Texas, mar¬ 
keting area shall be in conformity to and 
in compliance with the terms and con¬ 
ditions of the aforesaid order, as 
amended, and as hereby further amended 
as follows: 

1. Section 1130.12 is revised to read as 
follows: 

§1130.12 Supply plant. 

“Supply plant” means a plant, other 
than a distributing plant or a market 
equalization plant, from which fluid milk 
products meeting the Grade A inspection 
requirement of a duly constituted health 
authority are moved to and received at 
a distributing plant or a market equaliza¬ 
tion plant during the month. 

2. In § 1130.13, paragraph (b) is re¬ 
vised to read as follows: 

§ 1130.13 Fluid milk plant. 

* * * * * 

(b) A supply plant from which milk, 
skim milk, or cream approved by a duly 
constituted health authority for disposi¬ 
tion under a Grade A label, is trans¬ 
ferred to and received at a plant (s) 
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qualified pursuant to paragraph (a) of 
this section or a market equalization 
plant, in any amount during any month 
of February through July, or in an 
amount in excess, of an average of 5,000 
pounds per day, computed on a milk 
equivalent basis of 3.5 percent butterfat 
content, during any month of August 
through January. 

3. Section 1130.14 is revised to read 
as follows: 

§ 1130.14 Market equalization plant. 

“Market equalization plant” means a 
plant, other than a distributing plant, 
operated by a cooperative association 
performing marketing services pursuant 
to § 1130.84(b) which plant is approved 
by a duly constituted health authority 
for the receipt and disposition of Grade 
A milk and at which all fluid milk prod¬ 
ucts received are as diversions pursuant 
to § 1130.16 or as transfers from fluid 
milk plants except that during any 
month of August through January such 
plant may also receive other source fluid 
milk products from any nonfluid milk 
plant in an amount not in excess of an 
average of 5,000 pounds per day, com¬ 
puted on a milk equivalent basis of 3.5 
percent butterfat content. 

[F.R. Doc. 63-10983; Filed, Oct. 16, 1963; 

8:46 a.m.] 


DEPARTMENT OF THE TREASURY 

Bureau of Customs 
[19 CFR Part 1 1 

TROUT RIVER AND MALONE, 
NEW YORK 

Proposed Designation and Revocation 
as Customs Port of Entry 

October 9,1963. 

Commercial activities requiring cus¬ 
toms services have increased rapidly in 
recent years at the town of Trout River, 
New York. At the same time there has 
been a decrease in rail traffic and other 
transactions requiring customs services 
at Malone, New York. In order to pro¬ 
vide the most effective customs services 
in the Malone-Trout River area, it is 
proposed to revoke the designation of 
Malone as a port of entry and at the 
same time designate Trout River as a 
port of entry. 

Accordingly, notice is hereby given 
pursuant to section 4 of the Adminis¬ 
trative Procedure Act (5 U.S.C. 1003) 
that under the authority vested in the 
President by section 1 of the act of 
August 1, 1914, 38 Stat. 623 (19 U.S.C. 
2), which was delegated to the Secre¬ 
tary of the Treasury by the President by 
Executive Order No. 10289, September 
17, 1951 (3 CFR Ch. II), and pursuant 
to authorization given to me by Treasury 
Department Order No. 190, Rev. 1 (26 
F.R. 11877), it is proposed to revoke the 
designation of Malone, New York, as a 
customs port of entry in Customs Collec¬ 
tion District No. 7 (St. Lawrence). 

It is further proposed to designate 
Trout River, New York, as a customs 
port of entry in Customs Collection Dis¬ 


trict No. 7 (St. Lawrence). The geo¬ 
graphical limits of the customs port of 
entry of Trout River shall include all 
that territory in Constable County, New 
York, north of 44 degrees and 58 min¬ 
utes north latitude. 

Data, views, or arguments with re¬ 
spect to the proposed revocation and 
designation of the above-mentioned cus¬ 
toms ports of entry may be addressed to 
the Commissioner of Customs, Washing¬ 
ton, D.C., 20226. To assure considera¬ 
tion of such communications, they must 
be received in the Bureau of Customs not 
later than 30 days from the date of pub¬ 
lication of this notice in the Federal 
Register. No hearings will be held. 

[seal] James A. Reed, 

Assistant Secretary of the Treasury. 

[F.R. Doc. 63-10992; Filed, Oct. 16, 1963; 

8:47 a.m.] 


FEDERAL AVIATION AGENCY 

[ 14 CFR Part 71 [New! 1 

[Airspace Docket No. 63—SO—18[ 

TRANSITION AREA 
Alteration of Proposed Designation 

In a notice of proposed rule making 
published in the Federal Register on 
July 18,1963 (28 F.R. 7352) it was stated, 
in part, that the Federal Aviation Agency 
proposed to designate a transition area 
at Knoxville, Tenn. 

Subsequent to the publication of the 
notice, a review of the controlled airspace 
requirements in the Knoxville terminal 
area indicates that additional controlled 
airspace, extending upward from 1,200 
feet above the surface, is required within 
the area northwest of Knoxville. This 
would provide protection for aircraft 
executing prescribed instrument holding, 
approach, departure and radar vector 
procedures within the Knoxville termi¬ 
nal area. 

Accordingly, the notice is hereby 
amended to propose the Knoxville 
transition area as that airspace extend¬ 
ing upward from 700 feet above the sur¬ 
face within a 21-mile radius of the 
McGhee-Tyson Airport; within the area 
northwest of Knoxville, extending from 
the 21-mile radius area bounded on the 
southwest by a line 5 miles south of and 
parallel to the Knoxville VORTAC 290° 
True radial, on the northwest by the arc 
of a 2 7-mile radius circle centered at the 
McGhee-Tyson Airport, and on the 
northeast by a line 5 miles southwest of 
and parallel to the Knoxville VORTAC 
321° True radial; and that airspace ex¬ 
tending upward from 1,200 feet above the 
surface within the area northeast of 
Knoxville bounded on the northwest by 
V-97 east alternate, on the northeast by 
a line beginning at latitude 36°35'50"N., 
longitude 83°36'00" W.; to latitude 
36°33T0" N., longitude 83°28'00" W.; to 
latitude 36°36T0" N., longitude 83°25' 
25" W.; to latitude 36°29'00" N., longi¬ 
tude 83°11'15" W., and on the southeast 
by V-16 north alternate; within the 
area southeast of Knoxville within 5 
miles each side of the Knoxville 
VORTAC 130° True radial, extending 


from the arc of a 21-mile radius circle 
centered at the McGhee-Tyson Airport 
to 35 miles southeast of the VORTAC; 
within the area southwest of Knoxville 
bounded on the northwest by V-16 south 
alternate, on the northeast by the arc of 
a 21-mile radius circle centered on the 
McGhee-Tyson Airport, on the south¬ 
east by V-97, and on the southwest by 
V-51 east alternate; within the area 
northwest of Knoxville bounded on the 
east by V-97, on the southeast by the arc 
of a 21-mile radius circle centered on the 
McGhee-Tyson Airport, on the south by 
V-16, on the southwest by the arc of a 
10-mile radius circle centered on the 
Rockwood Municipal Airport, Rockwood, 
Tenn. (latitude 35°55'15" N., longitude 
84°41'25" W.), on the west and north¬ 
west by a line extending from latitude 
36°01'25" N., longitude 84°49'00" W.; 
to latitude 36°14'00" N., longitude 84°- 
41'40" W.; to latitude 36°10'35" N., 
longitude 84°31'40" W.; thence clock¬ 
wise along the arc of a 40-mile radius 
circle centered on the Knoxville 
VORTAC to the western boundary of 
V-97; and that airspace extending up¬ 
ward from 7,500 feet MSL within the 
area southeast of Knoxville bounded on 
the north by the arc of a 21-mile radius 
circle centered at the McGhee-Tyson 
Airport, on the east by a line 5 miles east 
of and parallel to V-267 east alternate, 
on the south by latitude 35°26'15" N., 
and on the west by V-267 east alternate; 
and within the airspace south of Knox¬ 
ville bounded on the east by V-267, on 
the south by latitude 35° 12'00" N., and 
on the west by V-97. 

In order to provide interested persons 
time to adequately evaluate this pro¬ 
posal, as modified herein, and an op¬ 
portunity to submit additional written 
data, views or arguments, the date for 
filing such material is extended to 30 
days after the date of publication in the 
Federal Register of this supplemental 
notice. 

Communications should be submitted 
to the Director, Southern Region, At¬ 
tention: Chief, Air Traffic Division, Fed¬ 
eral Aviation Agency, P.O. Box 20636, 
Atlanta, Ga., 30320. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Octo¬ 
ber 10,1963. 

H. B. Helstrom, 
Acting Chief, 

Airspace Utilization Division. 

[F.R. Doc. 63-10968; Filed, Oct. 16, 196& 
8:45 a.m.] 


[T 4 CFR Part 71 [New! 1 

[Airspace Docket No. 63 -CE- 82 ] 

ONTROL ZONE, CONTROL AREA 
EXTENSIONS AND TRANSITION 
AREA 

roposed Alteration, Revocation and 
Designation 

Notice is hereby given that the Federal 
.viation Agency (FAA) is C0I * sl “ e the 
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Federal Aviation Regulations, the sub¬ 
stance of which is stated below. 

The following controlled airspace is 
presently designated in the greater Wich¬ 
ita, Kans., terminal area: 

1. The Wichita (Wichita Municipal) 
control zone is designated within a 5- 
mile radius of Wichita Municipal Air¬ 
port; within 2 miles either side of the 
020° and 200° True bearings from the 
Wichita ILS outer marker locator ex¬ 
tending from the 5-mile radius zone to 
12 miles south of the outer marker lo¬ 
cator and within 2 miles either side of 
the Wichita VOR 180° and 360° True 
radials extending from the 5-mile radius 
zone to 12 miles north of the VOR. 

2. The Wichita (McConnell AFB) con¬ 
trol zone is designated within a 7-mile 
radius of McConnell APB; within 2 miles 
either side of a 192° True bearing from 
the Wichita AFB radio beacon extending 
from the 7-mile radius zone to 12 miles 
south of the radio beacon. The portion 
of this control zone within the Wichita 
(Wichita Municipal) control zone is 
excluded. 

3. The Wichita control area extension 
is designated as that airspace bounded on 
the north by a line 10 miles north of and 
parallel to the Emporia, Kans., VORTAC 
259° and 079° True radials, on the east 
by a line 10 miles east of and parallel to 
the Emporia VORTAC 209° and 029° 
True radials to and along the south 
boundary of V-132 to longitude 96°05'- 
00" W., thence direct to latitude 37°22'- 
00" N., longitude 96°11'00" W., thence 
direct to latitude 37°08'00" N., longitude 
96TTOO" W.; on the south by a line 10 
miles south of and parallel to the An¬ 
thony, Kans., VOR 085° and 265° True 
radials, and on the west by a line 10 miles 
W. of and parallel to the Hutchinson, 
Kan., VORTAC 195° and 015° True radi¬ 
als; that airspace within 5 miles either 
side of a direct line extending from the 
Wichita VOR to the Tulsa, Okla., VOR¬ 
TAC. 

4. The Ponca City, Okla., control area 
extension is designated within a 15-mile 
radius of the Ponca City Airport and 
within 5 miles either side of the Ponca 
City VORTAC 284° True radial extend¬ 
ing from the VORTAC to 25 miles west. 

5. That portion of the Hutchinson, 
Kans., control area extension southeast 
of Hutchinson within a 25-mile radius of 
latitude 38°00'53" N., longitude 97°51'- 
40" W. 

6. The Arkansas City, Kans., transi¬ 
tion area is designated as that airspace 
oxtending upward from 1,200 feet above 
the surface bounded on the north by a 
nne io miles south of and parallel to 
tne Anthony, Kans., VOR 085° True ra- 
aial > °n the east by a line 5 miles south¬ 
west of and parallel to a direct line, ex¬ 
tending from the Wichita, Kans., VOR to 
the Tulsa^ Okla., VORTAC, on the south 
oy V-516 and the arc of a 15-mile radius 
^rcle centered on the Ponca City, Okla., 
hj^ort (latitude 36°43'41" N., longitude 

• 05'57" w.) , and on the west by V-77. 

The PAA, having completed a com¬ 
prehensive review of the terminal air- 
SI>ace structure requirements in the 
greater Wichita area, including studies 

ttendant to the implementation of the 
Provisions of CAR Amendments 60-21/ 


60-29, has under consideration the fol¬ 
lowing airspace actions: 

1. Alter the Wichita (Wichita Munici¬ 
pal) control zone by redesignating it as 
that airspace within a 5-mile radius of 
the Wichita Municipal Airport (latitude 
37°39'10" N., longitude 97°25'46" W.), 
within 2 miles each side of the Wichita 
Municipal Airport ILS localizer north 
course, extending from the 5-mile radius 
zone to the intersection of the Wichita 
Municipal Airport ILS localizer north 
course and the Wichita VOR 075° True 
radial, excluding the portion subtended 
by a chord drawn between the points of 
intersection of the Wichi+a (Wichita Mu¬ 
nicipal) 5-mile radius zone with the 
Wichita (McConnell AFB) 5-mile radius 
control zone as proposed for designation 
herein. 

2. Alter the Wichita (McConnell AFB) 
control zone by redesignating it as that 
airspace within a 5-mile radius of Mc¬ 
Connell AFB (latitude 37°37'25" N., lon¬ 
gitude 97° 16'00" W.), within 2 miles west 
and 4 miles east of the McConnell AFB 
TACAN 008° True radial, extending from 
the 5-mile radius zone to 7 miles north 
of the TACAN, within 2 miles each side 
of the McConnell AFB VOR 008° True 
radial, extending from the 5-mile radius 
zone to the VOR, and within 2 miles each 
side of the McConnell AFB TACAN 199° 
True radial, extending from the 5-mile 
radius zone to 6 miles south of the 
TACAN, excluding the portion subtended 
by a chord drawn between the points 
of intersection of the Wichita (McCon¬ 
nell AFB) 5-mile radius zone with the 
Wichita (Wichita Municipal) control 
zone as proposed for designation herein. 

3. Designate a transition area at 

Wichita to comprise that airspace ex¬ 
tending upward from 700 feet above 
the surface within an 8-mile radius of 
the Wichita Municipal Airport (latitude 
37°39'10" N., longitude 97°25'46" W.), 
within 2 miles each side of the Wichita 
Municipal Airport ILS localizer north 
course, extending from the 8-mile radius 
area to 8 miles north of the intersec¬ 
tion of the Wichita Municipal Airport 
ILS localizer north course and the Wich¬ 
ita VOR 075° True radial, within 5 
miles east and 8 miles west of the Wichita 
Municipal Airport ILS localizer south 
course, extending from the 8-mile radius 
area to 12 miles south of the OM, within 
an 8-mile radius of McConnell AFB, 
Wichita, Kans. (latitude 37°37'25" N., 
longitude 97°16'00" W.), within 2 miles 
each side of the McConnell AFB ILS lo¬ 
calizer south course, extending from the 
8-mile radius area to 8 miles south of the 
OM, and within a 6-mile radius of the 
Beech Factory Airport, Wichita, Kans. 
(latitude 37°41'10" N., longitude 97°13'- 
15" W.) ; and that airspace extending 
upward from 1,200 feet above the sur¬ 
face bounded by a line beginning at the 
intersection of the north boundary of 
V-516 and longitude 96° 29'00" W., 

thence extending northwest to the inter¬ 
section of a line 10 miles southeast of and 
parallel to the Emporia, Kans., VORTAC 
209° True radial and latitude 37°10'00" 
N., thence northeast along a line 10 
miles southeast of and parallel to the 
Emporia, Kans., VORTAC 209° True ra¬ 
dial to the Emporia VORTAC 134° True 
radial, thence northwest along the Em¬ 


poria VORTAC 134° and 314° True ra¬ 
dials to, and west along, the north bound¬ 
ary of V-10 to, and northeast along, the 
west boundary of V-77 to, and southwest 
along, the southeast boundary of V-280 
to, and easv along, the north boundary of 
V-10 to longitude 97°15'00" W., thence 
southwest to latitude 38°00'30" N., lon¬ 
gitude 97°28'00" W., thence southwest 
to the intersection of the northwest 
boundary of V-12 N and longitude 97°- 
36'25" W., thence southwest along the 
northwest boundary of V-12 N to, and 
south along, the west boundary of V-125 
to, and southeast along, the southwest 
boundary of V-516 to the Ponca City, 
Okla., VORTAC 217° True radial, thence 
northeast along the Ponca City VORTAC 
217° and 047° True radials to, and north¬ 
east along, the northwest boundary of 
V-516 to the point of beginning; and 
that airspace extending upward from 3,- 
500 feet MSL bounded by a line begin¬ 
ning at the intersection of the north 
boundary of V-516 and longitude 96°29'- 
00" W., thence extending northwest to 
the intersection of a line 10 miles south¬ 
east of and parallel to the Emporia, 
Kans., VORTAC 209° True radial and 
latitude 37° 10'00" N., thence northeast 
along a line 10 miles southeast of and 
parallel to the Emporia, Kans., VORTAC 
209° True radial to, and southeast along, 
the southwest boundary of V-132 to, and 
southeast along, a line 12 miles south¬ 
west of and parallel to the Chanute, 
Kans., VOR 334° and 154° True radials 
to, and south along, the west boundary 
of V-131 to, and southwest along, the 
northwest boundary of V-516 to the point 
of beginning. The portion of this transi¬ 
tion area which would coincide with the 
Ponca City, Okla., control zone and 
transition area as proposed in Airspace 
Docket No. 63-CE-76, the Anthony, 
Kans., control zone and transition area 
as proposed in Airspace Docket No. 63- 
CE-75, and the Emporia, Kans., control 
zone and transition area would be 
excluded. 

4. Revoke the Arkansas City, Kans., 
transition area. This action is interde¬ 
pendent upon the action proposed herein 
and in Airspace Docket No. 63-CE-76. 

5. Revoke the Wichita, Kans., control 
area extension. 

The revocation of the Ponca City, 
Okla., and Hutchinson, Kans., control 
area extensions which currently coincide, 
in part, with the transition area pro¬ 
posed for designation herein will be 
processed at a later date under the CAR 
Amendments 60-21/60-29 implementa¬ 
tion program proposed for the adjoining 
terminal areas. 

The floors of the portions of the con¬ 
trol area extensions and the floors of 
the airway segments which would lie 
within the boundaries of the transition 
area proposed herein would automati¬ 
cally coincide with the floors proposed 
for the transition area. 

The proposed alteration of the Wichita 
(Wichita Municipal) control zone would 
eliminate the existing north and south 
control zones extensions which are. no 
longer required for air traffic control 
purposes. A short extension would be 
added to the north for the protection of 
aircraft executing the prescribed Wichita 
Municipal Airport ILS Runway 19 in- 
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strument approach procedure. The pro¬ 
posed alteration of the Wichita (McCon¬ 
nell AFB) control zone would lessen the 
lateral extent of the existing control 
zone by reducing the basic radius area 
from 7 to 5 miles and eliminating the 
existing south control zone extension 
which is no longer required for air traffic 
control purposes. Short extensions 
would be added to the north and south 
for the protection of aircraft executing 
prescribed McConnell AFB TACAN, VOR 
and radar approach procedures. The 
north extension has been proposed with 
a width in excess of that required by 
criteria to contain the Beech Factory 
and Rawdon Airports within the area 
proposed as control zone. The inclusion 
of these airports is necessary because of 
their close proximity to the McConnell 
AFB air traffic area. 

The portion of the proposed Wichita 
transition area with a floor of 700 feet 
above the surface would provide protec¬ 
tion for aircraft executing prescribed in¬ 
strument approach, departure and radar 
vectoring procedures conducted beyond 
the limits of the proposed Wichita Mu¬ 
nicipal and McConnell AFB control zones 
and below the floor of the proposed 1,200- 
foot floor area. The floor of controlled 
airspace beyond the proposed 700-foot 
floor area would be raised from 700 to 
1,200 feet above the surface in the major 
portion of the area proposed for desig¬ 
nation as transition area. The area pro¬ 
posed with a floor of 3,500 feet above the 
surface is required for the use of the 


PROPOSED RULE MAKING 

Kansas City Air Route Traffic Control 
Center for the random radar vectoring 
of instrument arrival and departing air 
traffic operating to and from the 
Wichita, Hutchinson, and Salina, Kans., 
and the Enid, Okla., terminal areas. 

The controlled airspace released would 
become available for other aeronautical 
purposes. The portions of controlled 
airspace retained together with the ad¬ 
ditional portions proposed for designa¬ 
tion herein would provide protection for 
aircraft executing prescribed holding, 
approach, missed approach, radar and 
departure procedures within the Greater 
Wichita terminal area. 

Certain minor revisions to prescribed 
instrument procedures would accompany 
the actions proposed herein, but opera¬ 
tional complexities would not be in¬ 
creased nor would aircraft performance 
characteristics or established landing 
minimums be adversely affected. 

Specific details of the changes to pro¬ 
cedures and minimum instrument flight 
rules altitudes that would be required 
may be examined by contacting the 
Chief, Airspace Utilization Branch, Air 
Traffic Division, Central Region, Fed¬ 
eral Aviation Agency, 4825 Troost Ave¬ 
nue, Kansas City, Mo., 64110. 

Interested person's may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Director, 
Central Region, Attn: Chief, Air Traffic 
Division, Federal Aviation Agency, 4825 
Troost Avenue, Kansas City, Mo., 64110. 
All communications received within 


forty-five days after publication of this 
notice in the Federal Register will be 
considered before action is taken on the" 
proposed amendment. No public hear¬ 
ing is contemplated at this time, but 
arrangements for informal conferences 
with Federal Aviation Agency officials 
may be made by contacting the Regional 
Air Traffic Division Chief, or the Chief, 
Airspace Utilization Division, Federal 
Aviation Agency, Washington, D.C., 
20553. Any data, views or arguments 
presented during such conferences must 
also be submitted in writing in accord¬ 
ance with this notice in order to be¬ 
come part of the record for considera¬ 
tion. The proposal contained in this 
notice may be changed in the light of 
comments received. 

The official Docket will be available 
for examination by interested persons 
at the Docket Section, Federal Aviation 
Agency, Room A-103, 1711 New York 
Avenue NW„ Washington, D.C., 20553. 
An informal docket will also be avail¬ 
able for examination at the office of the 
Regional Air Traffic Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 
1348). 

Issued in Washington, D.C., on Octo¬ 
ber 10,1963. 

H. B. Helstrom, 
Acting Chief, 

Airspace Utilization Division . 

[F.R. Doc. 63-10969; Filed, Oct. 16, 1963; 

8:45 a.m.] 





DEPARTMENT OF THE TREASURY 

Coast Guard 

[CGFR 63-71] 

JAMES RIVER 

Closure to Navigation During Launch¬ 
ing of USS “Von Steuben” 

By virtue of the authority vested in 
me as Commandant, United States Coast 
Guard, by Treasury Department Order 
120 dated July 31, 1950 (15 F.R. 6521), 
and Executive Order 10173, as amended, 
by Executive Orders 10277 and 10352, I 
hereby affirm for publication in the Fed¬ 
eral Register the order of H. J. 
Wuensch, Rear Admiral, United States 
Coast Guard, Commander, Fifth Coast 
Guard District, who has exercised au¬ 
thority as District Commander, such 
order reading as follows: 

Special Notice James River 

Pursuant to the request of the Comman¬ 
dant, Fifth Naval District, Norfolk, Virginia, 
and under the authority of Title II of the 
Espionage Act of June 15, 1917 (40 Stat. 
220), as amended and Executive Order 10173, 
as amended, I declare that from 9:00 a.m., 
e.s.t. until 3:00 p.m., e.s.t. on Friday the 18th 
day of October 1963 the following area is a 
prohibited area and I order that it be closed 
to any person or vessel due to the launching 
of the USS “Von Steuben” (SSB(N)632): 

The waters of the James River, Norfolk- 
Newport News Harbor, Virginia, within the 
coordinates of Latitude 36 degrees 59 min¬ 
utes 34 seconds North, Longitude 76 degrees 
26 minutes 53 seconds West, at the shoreline 
of Newport News at the foot of 52nd Street, 
Newport News, to a point 500 yards offshore 
at Latitude 36 degrees 59 minutes 27 seconds 
North, Longitude 76 degrees 27 minutes 10 
seconds West, thence southeasterly to a point 
Latitude 36 degrees 58 minutes 43 seconds 
North, Longitude 76 degrees 26 minutes 41 
seconds West, 500 yards off the shoreline of 
Newport News at the foot of 32nd Street, 
Newport News, and thence to a point at Lat¬ 
itude 36 degrees 58 minutes 48 seconds 
North, Longitude 76 degrees 26 minutes 27 
seconds West at Newport News Shipbuilding 
Pier 8 Light (Light List 2786.5). 

This prohibited area will be marked by 
two special purpose temporary buoys painted 
with orange and white horizontal bands as 
shown on the enclosed chart section. 

No person or vessel may remain in or enter 
tms prohibited area. 

The Captain of the Port, Norfolk-Newport 
News Area, Virginia, shall enforce this order. 
The Captain of the Port may be assisted 
y employees and facilities of any state or 
Political subdivision thereof or any Federal 
Agency. 

For violation of this order, section 2, Title 
h of the Espionage Act of June 15, 1917, as 
fended, 50 U.S.C. 192, provides as follows: 

If any owner, agent, master, officer, or 
person in charge, or any member of the 
ew of any such vessel fails to comply with 
hy regulation or rule issued or order given 
aer the provisions of this title, or obstructs 
on l 5^ er * eres with the exercise of any power 
wi+v, errecl ^ ^ttle, the vessel, together 
e . her tackle, apparel, furniture, and 
4 ipment, shall be subject to seizure and 


Notices 


forfeiture to the United States in the same 
manner as merchandise is forfeited for viola¬ 
tion of the customs revenue laws; and the 
person guilty of such failure, obstruction, or 
interference shall be punished by imprison¬ 
ment for not more than ten years and may, 
in the discretion of the court, be fined not 
more than $10,000. 

“ (a) If any other person knowingly fails to 
comply with any regulations or rule issued or 
order given under the provision of this title, 
or knowingly obstructs or interferes with the 
exercise of any power conferred by this title, 
he shall be punished by imprisonment for 
not more than ten years and may, at the 
discretion of the court, be fined not more 
than $10,000.” 

Dated: October 7, 1963. 

[seal] D. McG. Morrison, 

Acting Commandant, 

Vice Admiral, U.S. Coast Guard. 

[F.R. Doc. 63-10991; Filed, Oct. 16, 1963; 
8:47 a.m.] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 
CALIFORNIA 

Notice of Proposed Withdrawal and 
Reservation of Lands 

The Bureau of Land Management, 
United States Department of the In¬ 
terior, has filed an application, Serial 
Number Sacramento 076813 for the with¬ 
drawal of the following described lands 
from prospecting, location, entry, and 
purchase under the mining laws, sub¬ 
ject to valid claims. The applicant de¬ 
sires the land for use by the Bureau of 
Land Management for recreation and 
administrative site purposes for the 
Douglas City Recreation Site. 

For a period of 30 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection with 
the proposed withdrawal may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Interior, Room 
4201, U.S. Courthouse and Federal Build¬ 
ing, 650 Capitol Mall, Sacramento, Cali¬ 
fornia, 95814. 

If circumstances warrant it, a public 
hearing will be held at a convenient 
time and place, which will be announced. 

The determination of the Secretary 
on the application will be published in 
the Federal Register. A separate notice 
will be sent to each interested party of 
record. 

The lands involved in the application 
are: 

Mount Diablo Meridian 
trinity county 
Douglas City Recreation Site 
T. 32 N., R. 10 W., 

Sec. 12, Lot 2 (NE NW *4 ), Ey 2 NWV4 

Nwy 4 . 


The afore-described area aggregates 
approximately 59.98 acres of Federal 
land. 

Walter E. Beck, 
Manager, Land Office, 
Sacramento. 

[F.R. Doc. 63-10975; Filed, Oct. 16, 1963; 
8:45 a.m.] 


ALASKA 

Notice of Proposed Withdrawal and 
Reservation of Lands 

October 10, 1963. 

The Bureau of Indian Affairs, Depart¬ 
ment of the Interior has filed an appli¬ 
cation, Serial No. 031591 for the with¬ 
drawal of the lands described below, 
from all forms of appropriation under 
the public land laws, including the 
mining laws, mineral leasing laws, graz¬ 
ing laws, and disposal of material under 
the Materials Act of 1947 as amended. 
The applicant desires the land for estab¬ 
lishing a school reserve under the Act of 
May 31, 1938 (52 Stat. 593; 48 U.S.C. 
353(a)). 

For a period of 30 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection with 
the proposed withdrawal may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Interior, Fair¬ 
banks Lanr’ Office, P.O. Box 1150, Fair¬ 
banks, Alaska. 

The authorized officer of the Bureau of 
Land Management will undertake such 
investigations as are necessary to deter¬ 
mine the existing and potential demand 
for the lands and their resources. He will 
also undertake negotiations with the ap¬ 
plicant agency with the view of adjusting 
the application to reduce the area to the 
minimum essential to meet the appli¬ 
cant’s needs, to provide for the maxi¬ 
mum concurrent utilization of the lands 
for purposes other than the applicant’s, 
to eliminate lands needed for purposes 
more essential than the applicant’s and 
to reach agreement on the concurrent 
management of the lands and their re¬ 
sources. 

He will also prepare a report for con¬ 
sideration by the Secretary of the In¬ 
terior who will determine whether or 
not the lands will be withdrawn as re¬ 
quested by the Bureau of Indian Affairs. 

The determination of the Secretary on 
the application will be published in the 
Federal Register. A separate notice will 
be sent to each interested party of record. 

If circumstances warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced. 

The lands involved in the application 
are: 

What will be when surveyed: 

Lot 1 of U.S. Survey 4092, Alakanuk, Alaska. 
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NOTICES 


The areas 
acres. 


described aggregate 6.63 

Daniel A. Jones, 

Manager . 


[F.R. Doc. 63-10988; Filed, Oct. 16, 1963; 
8:46 a.m.] 


IDAHO 

Notice of Partial Termination of Pro¬ 
posed Withdrawal and Reservation 
of Lands 

October 10,1963. 

Notice of an application, Serial No. 
Idaho 013618, for withdrawal and reser¬ 
vation of lands was published as Federal 
Register Document No. 62-11182 on 
pages 10913 and 10914 of the issue for 
November 8, 1962. The application in¬ 
sofar as it involved the lands described 
below is canceled. Therefore, pursuant 
to the regulations contained in 43 CFR 
Part 295, such lands will be at 10:00 a.m. 
on October 25, 1963, relieved of the seg¬ 
regative effect of the above-mentioned 
application. 

The lands involved in this notice of 
termination are: 

Boise Meridian, Idaho 

PAYETTE NATIONAL FOREST 

Magpie Creek Public Service Site 

A tract of land within the unsurveyed NE*4, 
Section 36, T. 26 N., R. 11 E., and NW&, 
Section 31, T. 26 N., R. 12 E. 

Michael T. Solan, 
Land Office Manager. 

[F.R. Doc. 63-10989; Filed, Oct. 16, 1963; 
8:46 a.m.] 


[Small Tract Classification 118; Arndt. 1] 

ALASKA 

Small Tract Classification 

October 9,1963. 

1. Pursuant to the authority redele¬ 
gated to me from Bureau Order 684, 
dated August 24, 1961 (26 F.R. 6215), as 
amended by the Alaska State Director in 
section 2, Delegation of Authority, dated 
January 9, 1963 (28 F.R. 294), and ef¬ 
fective immediately, I hereby cancel 
Small Tract Classification Order No. 118, 
dated October 11, 1962, as to the follow¬ 
ing lands: 

Lake Louise Area 

U.S. Survey 3497 (unapproved), 

Lots 9,10 and 11. 

Containing 12.62 acres. 

comprising a portion of the lands de¬ 
scribed in the classification order as T. 
7 N., R. 7 W., C.R.M., Section 17. 

2. The highest and best use of the 
above described lands has been deter¬ 
mined to be in aid of furthering public 
safety and recreation. 

3. This amendment will take effect im¬ 
mediately. 

George R. Schmidt, 

Chief, Branch of Lands and 
Minerals Operations. 

[FR. Doc. 63-10990; Filed, Oct. 16, 1963; 
8:46 a.m.] 


[Oregon 013871] 


Pikes Crossing Recreation Area 


OREGON 

Notice of Proposed Withdrawal and 
Reservation of Land 

October 10,1963. 

The Forest Service, United States De¬ 
partment of Agriculture, has filed an 
application, Serial No. Oregon 013871, for 
the withdrawal of the lands described 
below, from location and entry under the 
general mining laws, subject to valid 
existing rights. 

The applicant desires the land for pro¬ 
tection of the Government’s investments 
in a road zone and in recreation areas 
located in the Fremont National Forest. 

For a period of 30 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection with 
the proposed withdrawal may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Interior, 710 
Northeast Holladay, Portland, Oregon 
97232. 

The authorized officer of the Bureau of 
Land Management will undertake such 
investigations as are necessary to deter¬ 
mine the existing and potential demand 
for the lands and their resources. He 
will also undertake negotiations with the 
applicant agency with the view of ad¬ 
justing the application to reduce the area 
to the minimum essential to meet the 
applicant’s needs, to provide for the 
maximum concurrent utilization of the 
lands for purposes other than the appli¬ 
cant’s, to eliminate lands needed for pur¬ 
poses more essential than the applicant’s, 
and to reach agreement on the concur¬ 
rent management of the lands and their 
resources. 

He will also prepare a report for con¬ 
sideration by the Secretary of the In¬ 
terior who will determine whether or not 
the lands will be withdrawn as requested 
by the Forest Service. 

The determination of the Secretary on 
the application will be published in the 
Federal Register. A separate notice will 
be sent to each interested party of record. 

If circumstances warrant it, a public 
hearing will be held at a convenient 
time and place, which will be announced. 

The lands involved in the application 
are: 

Willamette Meridian, Oregon 

FREMONT NATIONAL FOREST 

Fremont Road Zone 

State Highway 31 Addition: A strip of land 
330 feet on each side of centerline of exist¬ 
ing highway and roads through public land 
in following sections: 

T. 24 S.,R. 11 E., 

In sec. 36. 

T. 25 S., R. 11E., 

In sec. 1. 

Total—90 acres. 

East Bay Recreation Area 

T. 30S..R. 14 E., 

In sec. 28. 

Total—50 acres. 


T. 33 S., R. 15 E., 

In sec. 22. 

Total—30 acres. 

Quartz Mountain Recreation Area 

T. 37 S., R. 16 E., 

In sec. 28. 

Total—40 acres. 

Quartz Grove Recreation Area 

T. 38 S..R. 16 E., 

In secs. 12 and 13. 

Total—50 acres. 

Marster Spring Recreation Area Addition 

T. 34 S.,R. 18 E., 

In sec. 16. 

Total—40 acres. 

Sawdust Pile Recreation Area 

T. 37 S., R. 20 E., unsurveyed, 

In sec. 8. 

Total—20 acres, approximately. 

Mud Creek Recreation Area 

T. 38 S., R. 21 E., 

In sec. 11. 

Total—20 acres. 

Deep Creek Recreation Area 

T. 40 S., R. 22 E., 

In sec. 31. 

Total—10 acres. 

Dismal Creek Recreation Area Addition 

T. 41 S., R. 22 E., 

In sec. 17. 

Total—135 acres. 

The total combined area is approxi¬ 
mately 485 acres. 

Stanley D. Lester, 
Land Office Manager. 

[F.R. Doc. 63-11007; Filed, Oct. 16, 1963; 
8:47 a.m.] 


DEPARTMENT OF AGRICULTURE 

Office of the Secretary 
ARKANSAS 

Designation of Area for Emergency 
Loans 

For the purpose of making emergency 
loans pursuant to section 321 of the Con¬ 
solidated Farmers Home Administration 
Act of 1961 (7 U.S.C. 1961), it has been 
determined that in Little River County, 
Arkansas, a natural disaster has causea 
a need for agricultural credit not readily 
available from commercial banks, co¬ 
operative lending agencies, or other ie- 
sponsible sources. ,. 

Pursuant to the authority set 
above, emergency loans will not be maa 
in the above-named county after June 6 , 
1964, except to applicants who P^ V10 P 'JL 
received emergency or special ll Y esI ~ 
loan assistance and who can quality 
der established policies and procedures. 

Done at Washington, D.C., this Hth 
day of October 1963. 

Orville L. Freeman, 

Secretary . 

63-10984; Filed, Oct. 16, 1963 ’ 
8:46 a.m.] 


[F.R. Doc. 







Thursday , October 17, 1963 

TEXAS AND NORTH DAKOTA 

Designation of Areas for Emergency 
Loans 

For the purpose of making emergency 
loans pursuant to section 321 of the Con¬ 
solidated Farmers Home Administration 
Act of 1961 (7 U.S.C. 1961), it has been 
determined that in the hereinafter- 
named counties in the States of Texas 
and North Dakota natural disasters have 
caused a need for agricultural credit 
not readily available from commercial 
banks, cooperative lending agencies, or 
other responsible sources. 

Texas 

Hardin. Limestone. 

Jefferson. Orange. 

North Dakota 

Pembina. 

Pursuant to the authority set forth 
above, emergency loans will not be made 
in the above-named Texas counties after 
June 30,1964, or the above-named North 
Dakota county after December 31, 1964, 
except to applicants who previously re¬ 
ceived emergency or special livestock loan 
assistance and who can qualify under 
established policies and procedures. 

Done at Washington, D.C., this 11th 
day of October 1963. 

Orville L. Freeman, 
Secretary. 

[P.R. Doc. 63-10985; Filed, Oct. 16, 1963; 
8:46 a.m.] 


Commodity Credit Corporation 

SALES OF CERTAIN COMMODITIES 

October Sales List 

Notice to "buyers . Pursuant to the 
Policy of Commodity Credit Corporation 
issued October 12, 1954 (19 F.R. 6669), 
and subject to the conditions stated 
therein as well as herein, the commodities 
listed below are available for sale and, 
where noted, for redemption of payment- 
in-kind certificates on the price basis 
set forth. 

The prices at which Commodity 
Credit Corporation commodity holdings 
are available for sale during October 
1963 were announced today by the U.S. 
Department of Agriculture. The follow- 
*ng commodities are available: Butter, 
Cheddar cheese, nonfat dry milk, cotton 
(upland and extra long staple), wheat, 
c ^n, oats, barley, rye, rice, grain sor¬ 
ghums, peanuts, flax, soybeans, and dry 
edible beans. 

%e is not available for barter in 
October. Dry beans are not being of- 
l6 ^ru at ex P° r t Prices for October. 

The CCC Monthly Sales List, which 
varies from month to month as addi- 
uonal commodities become available or 
ommodities formerly available are 
(Y?pP e< ?’ is designed to aid in moving 
^bC’s inventories into domestic or ex- 
use through regular commercial 

channels. 

becomes necessary during the 
tpr i to amend this list in any ma- 
ari i a .. wa y— such as by the removal or 
uition of a commodity in which there 
general interest or by a significant 


FEDERAL REGISTER 

change in price or method of sale—an 
announcement of the change will be sent 
to all persons currently receiving the 
list by mail from Washington. To be 
put on this mailing list, address: Direc¬ 
tor, Procurement and Sales Division, 
Agricultural Stabilization and Conserva¬ 
tion Service, U.S. Department of Agricul¬ 
ture, Washington, D.C., 20250. 

Interest rates per annum under the 
CCC Export Credit Sales Program for 
October 1963 are 4 percent for periods 
up to and including 12 months, and 4y 2 
percent for periods from over 12 months 
up to a maximum of 36 months. All 
commodities currently offered for sale by 
CCC, plus tobacco from CCC loan stocks 
are available for export sale under the 
CCC Export Credit Sales Program. 

The following CCC-owned commodi¬ 
ties are available for programing under 
Title IV, Public Law 480, private trade 
agreements: Wheat, corn, barley, rye, 
rice, grain sorghum, upland and extra 
long staple cotton, tobacco from CCC 
loan stocks, butter, cheese, nonfat dry 
milk, and dry beans. In addition, other 
surplus agricultural commodities are also 
eligible for Title IV programing. A list 
of all commodities available under this 
program, and current information on 
interest rates and .nther phases of the 
program are being sent separately to re¬ 
cipients of the CCC Monthly Sales List. 

The following commodities are cur¬ 
rently available for barter: Nonfat dry 
milk, butter, Cheddar cheese, cotton, to¬ 
bacco, wheat, corn, barley, and grain 
sorghum. This list is subject to change 
from time to time. 

The CCC will entertain offers from 
responsible buyers for the purchase of 
any commodity on the current list. Of¬ 
fers accepted by CCC will be subject to 
the terms and conditions prescribed by 
the Corporation. These terms include 
payment by cash or irrevocable letter of 
credit before delivery of the commodity, 
and the conditions require removal of 
the commodity from CCC stocks within 
a reasonable period of time. Where con¬ 
ditions of sale for export differ from 
those for domestic sale, proof of expor¬ 
tation is also required, and the buyer 
is responsible for obtaining any required 
U.S. Government export permit or li¬ 
cense. Purchases from CCC shall not 
constitute any assurance that any such 
permit or license will be granted by the 
issuing authority. 

Applicable announcements containing 
all terms and conditions of sale 
will be furnished upon request. For 
easy reference a number of these 
announcements are identified by code 
number in the following list. Inter¬ 
ested persons are invited to com¬ 
municate with the Agricultural Stabili¬ 
zation and Conservation Service, USDA, 
Washington, D.C., 20250, with respect 
to all commodities or—for specified com¬ 
modities—with the designated ASCS 
Commodity Office. 

Commodity Credit Corporation re¬ 
serves the right to amend, from time to 
time, any of its announcements. Such 
amendments shall be applicable to and 
be made a part of the sale contracts 
thereafter entered into. 

CCC reserves the right to reject any 
or all offers placed with it for the pur¬ 
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chase of commodities pursuant to such 
announcements. 

If CCC does not have adequate infor¬ 
mation as to the financial responsibility 
of a prospective buyer to meet all con¬ 
tract obligations that might arise by 
acceptance of an offer or if CCC deems 
such buyer’s financial responsibility to 
be inadequate, CCC reserves the right 
(i) to refuse to consider the offer, (ii) to 
accept the offer only after submission by 
the buyer of a certified or cashier’s 
check, bond, letter of credit or other 
security acceptable to CCC assuring that 
the buyer will discharge the responsi¬ 
bility under the contract, or (iii) to 
accept the offer upon condition that the 
buyer promptly submit to CCC such of 
the aforementioned security as CCC may 
direct. If a prospective buyer is in doubt 
as to whether CCC is acquainted with 
his financial responsibility he should 
communicate with the ASCS office at 
which the offer is to be placed to deter¬ 
mine whether a financial statement or 
advance financial arrangement will be 
necessary in his case. 

Disposals and other handling of inven¬ 
tory items often result in small quan¬ 
tities at given locations or in qualities 
not up to specifications. These lots are 
offered by the appropriate ASCS office 
promptly upon appearance and there¬ 
fore, generally, they do not appear in the 
Monthly Sales List. 

On sales for which the buyer is re¬ 
quired to submit proof to CCC of expor¬ 
tation the buyer shall be regularly en¬ 
gaged in the business of buying or 
selling commodities and for this purpose 
shall maintain a bona fide business office 
in the United States, its territories or 
possessions and have a person, principal, 
or resident agent upon whom service of 
judicial process may be had. 

Prospective buyers for export should 
note that generally, sales to United States 
Government agencies, with only minor 
exceptions will constitute domestic un¬ 
restricted use of the commodity. 

Commodity Credit Corporation re¬ 
serves the right, before making any sales, 
to define or limit export areas. 

Notice to exporters. The Department 
of Commerce, Bureau of International 
Commerce, pursuant to regulations under 
the Export Control Act of 1949, prohibits 
the exportation or re-exportation by 
anyone of any commodities (except ab¬ 
sorbent cotton and sterilized gauze and 
bandages with respect to Cuba only) 
under this program to Cuba, the Soviet 
Bloc, or Communist-controlled area of 
the Far East including Communist 
China, North Korea and the Communist- 
controlled area of Vietnam, except under 
validated license issued by the U.S. De¬ 
partment of Commerce, Bureau of In¬ 
ternational Commerce. 

These regulations generally require 
that exporters, in or in connection with 
their contracts with foreign purchasers, 
where the contract involves $10,000 or 
more and exportation is to be made 
to a Group R country, obtain from 
the foreign purchaser a written ac¬ 
knowledgment of his understanding of 
(1) U.S. Commerce Department prohi¬ 
bitions (Comprehensive Export Sched¬ 
ule, 15 CFR §§371.4 and 371.8) against 
sales or resale for re-export of said com- 
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Commodity Sales price or method of sale 


Wheat, bulk. Domestic and export, 1 unrestricted use: 

Storable: Market price, as determined by CCC, but not less than the formula 
price which is 105 percent of the applicable 1963 price support loan rate 3 
for the class, grade, and quality * of the wheat plus the amount shown below 
applicable to the type of carrier involved. If delivery is outside the area of 
production, applicable freight will be added. 


Per bushel 
markup re¬ 
ceived by 

Examples of per bushel formula minimum prices basis 
in-store 2 ex-rail or barge 

Truck 

Rail or 
barge 

Terminal 

Class and grade 

Price 

Cents 

9 

Cents 

3 

Chicago. 

No. 1 RW .. 

$2.24 
2.30 
2.21 
2.13 

Minneapolis.. 

No. 1 DNS. 

Kansas City. 

No. 1 HW_ 

Portland.. 

No. 1 SW... 




Peanuts, shelled or unshelled 
(Farmers Stock) as available. 


Available: At bin sites through ASCS county offices. At other locations 
through the Evanston, Kansas City, Minneapolis, or Portland ASCS 
Grain Office. 

Nonstorable (as available): At no less than market price as determined by 
CCC through the ASCS grain offices listed at end of table. 

Export: 

(1) Under Announcement GH-345 (Revised July 13,1962), as amended, for 
export under the wheat export payment-in-kind program, except that 
Durum Wheat will not be eligible for P.L. 480, Title I sales, (2) under 
Announcement GR-212 (Rev. 2, Jan. 9, 1961), for specified offerings as 
announced and (3) under Announcement GR-261 (Rev. 2, Jan. 9, 1961), 
for export as wheat, under Announcement GR-262 (Rev. 2. Jan. 9, 1961), 
for export as flour, for application under arrangements for barter and ap¬ 
proved CCC credit sales only at prices determined daily. Sales under the 
above announcements are made at the applicable export market price as 
determined by CCC; export payment-in-kind rates are deducted from credit 
and barter sales prices. 

Available: Evanston, Kansas City, Minneapolis, and Portland ASCS of¬ 
fices. (At Portland ASCS office, hard red winter wheat with 12.0 percent 
or less protein will be available for barter or Title I, P.L. 480 transactions for 
export to Korea# Okinawa, and Formosa only.) 

Domestic for crushing or export: Competitive bid under CCC Peanut Announce¬ 
ment 1 (Revised Jan. 4,1962), as amended. 


\ Such dispositions shall be for domestic unrestricted use or for export. 

J. t^°J ehver y basis for these examples is “in-store”, and market prices will be on the same basis. The formula 
price delivery basis for bin site sales will be f.o.b. buyer’s conveyance at the bin site. 

8 h2S c „°K mpute ’i nultiply aPPbcable support price by 1.05, round product up to nearest whole cent and add amount 
spown above and any applicable freight. 

°n a protein basis the loan rate shall be increased by the applicable market or loan bulletin protein 
f or the protein content of the wheat, whichever is higher. On sales made on a sedimentation basis, the loan 
k be ^creased by the applicable loan bulletin sedimentation premium for the sedimentation value of the 
mSSiao?? s ?w s - mad ® on a combined sedimentation and protein basis, the loan rate shall be adjusted by the appli- 
nrX; ? bulletin sedimentation and protein premiums and discounts for the respective sedimentation value and 
piinun contents ot the wheat. 

‘ Woodford County, Ill., origin. 

'Redwood County, Minn., origin. 


USDA Agricultural Stabilization and 
Conservation Service Offices : 

GRAIN OFFICES 

Evanston ASCS Commodity Office, 201 How¬ 
ard Street, Evanston, Ill., 60202. Tele¬ 
phone: Long distance—University 

9-0600 (Evanston Exchange). Local— 
Rogers Park 1-5000 (Chicago, Ill.). 
Connecticut, Delaware, Florida, Georgia, 
Illinois, Indiana, Iowa, Kentucky, Maine, 
Maryland, Massachusetts, Michigan, New 
Hampshire, New Jersey, New York, North 
Carolina, Ohio, Pennsylvania, Rhode Is¬ 
land, South Carolina, Tennessee, Vir- 
ginia, Vermont, and West Virginia. 
Branch Office—Minneapolis ASCS Branch 
Office, 310 Grain Exchange Building, 
Minneapolis, Minn., 55415. Telephone: 
334-2051. 

Minnesota, Montana, North Dakota, South 
Dakota, and Wisconsin, 
nsas City ASCS Commodity Office, 8930 
Ward Parkway (P.O. Box 205), Kansas 
M)860 M ° ’ 64141 * Tele Phone: Emerson 

Alabama, Arkansas, Colorado, Kansas, Lou¬ 
isiana, Mississippi, Missouri, Nebraska, 

Wyoming* 100 * ° klahoma ’ Texas ’ and 

B nffln h Office—Portland ASCS Branch 
Office, 218 Southwest Washington Street, 

Ca ° reg> 97205 ‘ Telephone: 

Capitol 6-3361. 


Alaska, Hawaii, Idaho, Nevada, Oregon, 
Utah, and Washington, and Arizona and 
California (Export sales only). 

Branch Office—Berkeley ASCS Branch Of¬ 
fice, 2020 Milvia Street, Berkeley, Calif., 
94704. Telephone: Thornwall 1-5121. 
Arizona and California (Domestic sales 
only). 

PROCESSED COMMODITIES OFFICE (ALL STATES) 

Minneapolis ASCS Commodity Office, 6400 
France Avenue, South Minneapolis, Minn., 
55410. Telephone: Walnut 7-7311. 

COTTON OFFICES (ALL STATES) 

New Orleans ASCS Commodity Office, Wirth 
Building, 120 Marais Street, New Orleans, 
La., 70112. Telephone: 529-2411. 

Cotton Products and Export Operations Of¬ 
fice, 80 Lafayette Street, New York, N.Y., 
10013. Telephone: Rector 2-8000. 
Representative of General Sales Manager, 
New York Area: Joseph Reidinger, 80 La¬ 
fayette Street, New York, N.Y., 10013. 
Telephone: Rector 2-8000. 

Representative of General Sales Manager, 
West Coast Area: Callan B. Duffy, Balboa 
Building, 593 Market Street, San Francisco 
5, Calif. Telephone: Sutter 1-3179. 

(Sec. 4, 62 Stat. 1070, as amended; 15 U.S.C. 
714b. Interpret or apply sec. 407, 63 Stat. 
1066; sec. 105(c), 63 Stat. 1051, as amended 
by 76 Stat. 612; secs. 303, 306, and 307, 76 
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Stat. 614-617; 7 U.S.C. 1427; and 1441 

(note)) 

Signed at Washington, D.C., on Octo¬ 
ber 11, 1963. 

H. D. Godfrey, 
Executive Vice President, 
Commodity Credit Corporation. 

[F.R. Doc. 63-10950; Filed, Oct. 16, 1963; 
8:45 a.m.] 


DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 

ATLAS CHEMICAL INDUSTRIES, INC. 

Notice of Filing of Petition Regarding 
Food Additives Polysorbate 60 
(Polyoxyethylene (20) Sorbitan 
Monostearate) and Polysorbate 80 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b) (5), notice is given that a 
petition (FAP 1230) has been filed by 
Atlas Chemical Industries, Inc., Wil¬ 
mington 99, Delaware, proposing the 
amendments of §§ 121.1009 and 121.1030 
to provide for the safe use of polysorbate 
60 (polyoxyethylene (20) sorbitan mono¬ 
stearate) and polysorbate 80, singly or 
in combination, as emulsifiers in edible 
fats and oils, whereby the maximum 
amount of the additives, alone or in 
combination, does not exceed 1.0 percent 
of the finished fat or oil. 

Dated: October 10, 1963. 

J. K. Kirk, 

Assistant Commissioner 
of Food and Drugs . 

[F.R. Doc. 63-10998; Filed, Oct. 16, 1963; 

8:47 a.m.] 


GEIGY CHEMICAL CORP. 

Notice of Filing of Petition Regarding 
Food Additive Adhesives 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b)(5)), notice is given that a peti¬ 
tion (FAP 1234) has been filed by Geigy 
Chemical Corporation, Post Office Box 
430, Yonkers, New York, proposing that 
paragraph (c) (5) of § 121.2520 Adhesives 
be amended by changing the item 
“Ethylenediamine tetraacetic acid, sodi¬ 
um, potassium, or calcium salts, single 
or mixed’' to read “Ethylenediamine- 
tetraacetic acid, calcium, ferric, potas¬ 
sium, or sodium salts, single or mixed." 

Dated: October 10, 1963. 

J. K. Kirk, 

Assistant Commissioner 
of Food and Drugs. 

[F.R. Doc. 63-10999; Filed, Oct. .16, 1963; 
8:47 a.m.] 
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NOTICES 


MONSANTO CHEMICAL CO. 

Notice of Filing of Petition Regarding 
Food Additive Stryrene Polymers 
Modified With Polybutadiene 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b) (5)), notice is given that a petition 
(FAP 971) has been filed by Monsanto 
Chemical Company, 812 Monsanto Ave¬ 
nue, Springfield, Massachusetts, propos¬ 
ing the issuance of a regulation to pro¬ 
vide for the safe use of stryrene poly¬ 
mers modified with polybutadiene as 
components of articles that contact dry 
and aqueous foods. 

Dated: October 10,1963. 

J. K. Kirk, 

Assistant Commissioner 
of Food and Drugs. 

[F.R. Doc. 63-11000; Filed, Oct. 16, 1963; 
8:47 a.m.] 


SPENCER CHEMICAL CO. 

Notice of Filing of Petition Regarding 
Food Additive Ethylene-Methyl 
Acrylate Copolymers 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b)(5)), notice is given that a petition 
(FAP 1115) has been filed by Spencer 
Chemical Company, Dwight Building, 
Kansas City 5, Missouri, proposing the 
issuance of a regulation to provide for 
the safe use of ethylene-methyl acrylate 
copolymers, containing not more than 
16 percent by weight of methyl acrylate, 
in the production of packaging materials, 
containers, and equipment intended for 
use in contact with dry and aqueous 
foods. 

Dated: October 10,1963. 

J. K. Kirk, 

Assistant Commissioner 
of Food and Drugs . 

[F.R. Doc. 63-11001; Filed, Oct. 16, 1963; 
8:47 a.m.] 


ATOMIC ENERGY COMMISSION 

[Docket No. 50-206] 

SOUTHERN CALIFORNIA EDISON CO. 
ET AL. 

Notice of Hearing on Application for 
Construction Permit 

In the matter of Southern California 
Edison Company, San Diego Gas and 
Electric Company, Bechtel Corporation, 
Westinghouse Electric Corporation (San 
Onofre Nuclear Generating Station 
Unit No. 1); Docket No. 50-206. 

Pursuant to the Atomic Energy Act 
of 1954, as amended, and the regulations 
in Title 10, Code of Federal Regulations, 
Part 50—Licensing of Production and 
Utilization Facilities, and Part 2—Rules 
of Practice, notice is hereby given that 
a hearing will be held at 10:00 a.m., local 
time, on November 19, 1963, in the City 
Council Chambers, 217 North Main, 


Santa Ana, California, to consider the 
application filed by (1) Southern Cali¬ 
fornia Edison Company, Post Office Box 
351, Los Angeles 53, California, (2) San 
Diego Gas and Electric Company, Post 
Office Box 1831, San Diego 12, Cali¬ 
fornia, (3) Bechtel Corporation, 220 
Bush Street, San Francisco 4, Cali¬ 
fornia, and (4) Westinghouse Electric 
Corporation, Post Office Box 2278, Pitts¬ 
burgh 30, Pennsylvania (the appli¬ 
cants) , for a construction permit to 
construct a pressurized light water re¬ 
actor designed to operate at 1210 mega¬ 
watts (thermal) to be located on the 
Pacific coast near the northern bound¬ 
ary of Camp Pendleton, San Diego 
County, California. 

The hearing will be conducted by an 
Atomic Safety and Licensing Board 
designated by the Atomic Energy Com¬ 
mission (the Commission), pursuant to 
section 191 of the Atomic Energy Act of 
1954, as amended, consisting of Robert 
M. Evans, Albuquerque, New Mexico; 
Lawrence R. Quarles, Charlottesville, 
Virginia; and J. D. Bond, Esq., Chair¬ 
man, Washington 25, D.C. The follow¬ 
ing issues will be considered at the 
hearing: 

1. Whether the applicants have sub¬ 
mitted sufficient information to provide 
reasonable assurance that a facility of 
the general type proposed in the appli¬ 
cation can be constructed and operated 
at the proposed location without undue 
risk to the health and safety of the 
public; 

2. Wiether there is reasonable as¬ 
surance that the technical information 
omitted from and required to complete 
the application will be supplied; 

3. Whether the applicants are tech¬ 
nically qualified to design and construct 
the proposed facility; 

4. Whether the applicants are finan¬ 
cially qualified to design and construct 
the proposed facility; and 

5. Whether the issuance of a permit 
for the construction of the facility will 
be inimical to the common defense and 
security or to the health and safety of 
the public. 

The application and the report of the 
Commission’s Advisory Committee on 
Reactor Safeguards are available for 
public inspection in the Commission’s 
Public Document Room, 1717 H Street 
NW., Washington D.C., and at the Com¬ 
mission’s Los Angeles Area Office, Room 
804, 3325 Wilshire Boulevard, Los An¬ 
geles, California. Copies of the ACRS 
report may be obtained by request to the 
Director of the Division of Licensing and 
Regulation, United States Atomic 
Energy Commission, Washington 25, 
D.C. 

Petitions for leave to intervene, pur¬ 
suant to the provisions of § 2.714 of the 
Commission’s rules of practice, must be 
received in the Office of the Secretary, 
United States Atomic Energy Commis¬ 
sion, Germantown, Maryland, or in the 
Commission’s Public Document Room, 
1717 H Street NW., Washington 25, 
D.C., not later than November 8, 1963, 
or, in the qvent of a postponement of the 
hearing date specified, at such time as 
the Licensing Board may specify. 

Any person who wishes to make an 
oral or written statement setting forth 


his position on the issues specified, but 
who does not wish to file a petition to 
intervene, may request permission to 
make a limited appearance pursuant to 
the provisions of § 2.715 of the Commis¬ 
sion’s rules of practice, 10 CFR Part 2. 

Answers to this notice, pursuant to the 
provisions of § 2.705 of the Commission’s 
rules of practice, shall be filed by the ap¬ 
plicants on or before November 8, 1963. 

Papers required to be filed with the 
Commission in this proceeding may be 
filed by mail or telegram addressed to the 
Secretary, United States Atomic Energy 
Commission, Washington 25, D.C., or 
may be filed by delivery to the office of 
the Secretary, United States Atomic 
Energy Commission, Germantown, 
Maryland, or the Commission’s Public 
Document Room, 1717 H Street, NW., 
Washington, D.C. Pending further order 
of the Licensing Board, parties shall file, 
pursuant to the provisions of § 2.708 of 
the Commission’s rules of practice, an 
original and fifteen conformed copies of 
each such paper with the Commission. 

Dated at Washington, D.C., this 14th 
day of October 1963. 

United States Atomic 
Energy Commission, 
Woodford B. McCool, 
Secretary to the Commission. 

[FH. Doc. 63-10997; Filed, Oct. 16, 1963; 

8:47 a.m.] 


FEDERAL COMMUNICATIONS 
COMMISSION 

[FCC 63-904] 

RADIO EQUIPMENT LIST, PART C 

Type Acceptance and Listing With¬ 
drawn for Certain Transmitters 

October 10,1963. 

Effective November 1, 1963, the Part 
10, 11, 16 and 21 listings for 1148 trans¬ 
mitters (of 63 manufacturers) which do 
not comply with the narrow band tech¬ 
nical standards will be deleted from the 
Radio Equipment List, Part C. 

New “narrow band’’ technical stand¬ 
ards for operation under Parts 10, 11* 1° 
and 21 of the rules and regulations were 
established by the Commission in Docket 
11253. FCC 56-901, 21 F.R. 7569, Oc¬ 
tober 3, 1956; FCC 57-1018, 22 F.R. 7637, 
September 26, 1957. A requirement lor 
an audio frequency low-pass filter o 
specified characteristics in equipmen 
operating in the 450-470 Mc/s band un¬ 
der Parts 10, 11, and 16 was establisnea 
in Dockets 11990, 11991, and 11993] FCC 
58-962, 23 F.R. 7993, October 16, 19W> 
FCC 58-602, 23 F.R. 4784, June 28, 19o°>. 
and FCC 58-195, 23 F.R. 1571, March o, 
1958. In each case, the use of noncon- 
forming equipment authorized prior 
November 1, 1958, or integrated jMtn 
existing radio systems prior to ^oven 
1, 1958, was permitted through Oc to ^ 
31,1963. Operation of certain addition* 
nonconforming equipment during 
period ending October 31, 1963, was 
sequently authorized. ' 

The Commission has recently coi 
pleted a review of Part C of the K 
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Equipment List to determine which of 
the listed transmitter types do not com¬ 
ply with the technical standards for 
equipment under Parts 10, 11, 16 and 21 
which become mandatory November 1, 
1963. The technical requirements for 
such equipment are set forth as Sub¬ 
part C of Parts 10, 11 and 16, and Sub¬ 
parts C and G of Part 21. On the basis 
of information submitted by manufac¬ 
turers and reflected in the Radio Equip¬ 
ment List, it would appear that the 
equipment types listed below are not ca¬ 
pable of complying with those standards. 
This being the case, type acceptance and 
listings in the Radio Equipment List, 
Part C, for those transmitters under 
Parts 10, 11, 16 and 21 will be withdrawn, 
effective November 1, 1963. 

Except as hereinafter provided, Parts 
10, 11, 16 and 21 licensees are not au¬ 
thorized to utilize the transmitters listed 
below on or after November 1,1963. 

(a) Transmitters in use under Parts 
10, 11 and 16 prior to May 16, 1955, 
which have been modified to meet all 
of the technical standards (including the 
narrow band standards) may be used 
until January 1, 1965, even though they 
are not in the Radio Equipment List, 
Part C, or their listing is deleted at this 
time. It is emphasized, however, that 
this exception to the listing requirement 
applies only to licensees of such equip¬ 
ment as of May 16, 1955, their successors 
or assigns, and does not apply to Part 
21 licensees. 

(b) Any manufacturer or licensee, 
having equipment shown on the list be¬ 
low, which he believes to be capable of 
compliance with all pertinent require¬ 
ments without modification, may sub¬ 
mit to the Commission measurement data 
taken in accordance with type accept¬ 
ance procedures set forth in Subpart 
P of Part 2 of the Commission’s rules, 
accompanied by a request for continued 
listing in the Radio Equipment List, Part 
C. Such measurement data should show 
the capabilities of the equipment with 
respect to the technical standards in 
Subpart C of Parts 10, 11, or 16 or Sub¬ 
parts C and G of Part 21, as appropriate. 

(c) Persons desiring to modify equip¬ 
ment for compliance with the standards 
may submit requests for type acceptance 
of the modified transmitters in accord¬ 
ance with the type acceptance pro¬ 
cedure set forth in Subpart F of Part 2 
of the Commission’s rules. 

Adopted: October 9, 1963. 


Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary . 


• Transmitters for Which Type Accept¬ 
ance and Listing in the Radio Equip¬ 
ment List, Part C, for Parts 10, 11, 16, 
an° 21 of the Commission’s Rules Is 
Withdrawn, Effective November 1 , 1963 


Aeronautical Electronics, Inc. 


500-d 

6Wlo 

6W100 


WJOO/SLTA 


6W3 

6W60 

6W60/SLTA 

6W85 

6W85/SLTA 


Allison Electronics, Inc. 
650-RB 
Anico 
150A3P1 

Avia Products Company 
FM-T—40 FMT-150 


Bendix Corp. or Bendix Aviation Corp. 


10TS—1A 

MRT-1JA 

MRT-6GC 

10TS-2A 

MRT-1JAC 

MRT-6GD 

11TS 

MRT-1JC 

MRT-6HB 

12TS-1A 

MRT-1K 

MRT-6HC 

12TS-2A 

MRT-1KC 

MRT-6HD 

13TS 

MRT-1L 

MRT-6JB 

14TS 

MRT-2B 

MRT-6JC 

15TS 

MRT-3C 

MRT-6JD 

1H-01C 

MRT-5A 

MRT-7A 

1P-71C 

MRT-5B 

MRT-7B 

1TR-1 

MRT-5BB 

MRT-7BA 

1TR-3 

MRT-5BX 

MRT-7BB 

ITS 

MRT-6AB 

MRT-7C 

2 AM 

MRT-6AC 

MRT-7CA 

2TR-1 

MRT-6AD 

MRT-7CC 

2TS 

MRT-6BB 

MRT-7CP 

3AM 

MRT-6BC 

MRT-7DA 

3TS 

MRT-6BD 

MRT-7DB 

MRS-3-208 

MRT-6CB 

MRT-7DC 

MRT-1B 

MRT-6CC 

MRT-7DD 

MRT-1BC 

MRT-6CD 

MRT-7DE 

MRT-1C 

MRT-6DB 

MRT-9A 

MRT-1E 

MRT-6DC 

MRT-9B 

MRT-1EC 

MRT-6DD 

MRT-9BA 

MRT-1F 

MRT-6EB 

MT-142B 

MRT-1G 

MRT-6EC 

MT-142C 

MRT-1GAC 

MRT-6ED 

MT-142D 

MRT-1GBC 

MRT-6FB 

MT-142-E 

MRT-1GC 

MRT-6FC 

MT-144D 

MRT-1H 

MRT-6FD 

MT-144E 

MRT-1J 

MRT-6GB 

MT-144EE-1 

Budelman Radio Corp. or Budelman Elec¬ 
tronics Corp. 

127B 

141AW 


141AN 

B-250VA3 

Capehart Farnsworth Corp. 

M-1000 

M-102 

M—103 

Communication Equipment and Engineer¬ 
ing Co. 

51-1 

61-2H 

63 

51-2 

62 

63-1 

51-6 

62-1 

63-2 

51-6M 

62-2 

63-2H 

51—AC 

62-6 

65 

61-1 

62-6M 

65-1 

61-2 

62-AC 


Communications Co., Inc. 

170-5C 

400-12T—AB 

425-T-AB 

210-2T 

400-12T-FG 

426—K—AB 

260-2T 

400—24T—AB 

434—T—FG 

260-3T 

400-24T-FG 

450—2T 

260—T 

400-6T-AB 

450—2T-FG 

267-2T 

400-6T-FG 

450—T—AB 

267-3T 

400-7T 

450—T—D 

267-T 

400-7T-E 

450—T—FG 

275-2T 

400—7T—FG 

500 

275-3T 

400-8T 

525 

275—4T 

400-8T-E 

580-T 

275—T 

400—8T-FG 

580-T-I 

275—T-D 

400—T—AB 

582—T 

276—T—AB 

400—T—D 

582—T—I 

276—T—FG 

400—T—E 

649-RMT 

300-2T-AB 

400-T-FG 

680—T 

300—2T-FG 

401—T—AB 

680—T—l 

300-T-AB 

401-T-FG 

682—T 

300—T-FG 

404-3T-FG 

682-T-l 

400-11T-AB 

404—T-FG 



Communications Engineering Company 

CE 306B CE—310 

CE 307A CE—311 

CE 307B CE—312 

Deltronic Corp. 

DC-150A 


Dollar, Robert Co. 

330 A4907B 

Doolittle Radio Co. 

PJZ-1 PJZ-1A 

PJZ-11 PJZ-2 

PJZ-12 PJZ-4 

PJZ-14 

Dumont, Allen B. Laboratories or Dumont 
Division of Fairchild Camera & Instru¬ 
ment Corp. 


5800-/A/D 

5838-/A/ □ 

5803-/C/ □ 

5840-/A/□ 

5806-/A/—□—M 

5841—/A/D 

5807-/A/-D 

5842—/A/D 

5814-/A/-D 

5843-/A/D 

5814-/B/-D 

5845-/A/D 

5814-/C/—□ 

5846-/A/D 

5817—/A/ □ 

5847-/A/D 

5817-/B/D 

5848-/A/D 

5820—/A/ □ 

5850-/A/D 

5820—/B/ □ 

5850-B 

5820-BA D 

5855-/A/□ 

5821—/A/ □ 

5860-/A/Q 

5824-/A/D 

MCA-825—A 

5825—/A/ □ 

MCA—826—A 

5826—/A/□ 

MCA-875-A 

5827—/A/ □ 

MCA—876-A 

5830-/A/D 

M-825-A 

5832-/ A/D 

M—826—A 

5833-/A/□ 

M-875-A 

5837-/A/D 

M-876-A 

Empire Electronic Specialties 

EM-10—110—X—40M 

EM—30-6—X—40FM 

EM-10-110—X-52FM 

EM-30-6—X-52FM 

EM—10-6—X-40FM 

EM-50-110—X-40FM 

EM—10-6-X—52FM 

EM-50-110—X-52FM 

EM-30-110-X-40FM 

EM-50—6-X-40FM 

EM-30-110-X-52FM 

EM—50-6-X-52FM 


Farinon Electric Co. 

MB150—36F3—150W MB150A36F3-50W 

MB150—36F3-250W MB150M36F3-150W 

MB 150—36F3-50 W MB150M36F3-50W 

MB150A36F3—150W 


Federal Telephone & Radio Corp. 


101C-250Y 

101C-250Z 

101C-50Y 

101C-50Z 

103D—250Y 

103D-250Z 

103D-25Y 

103D-25Z 

104D-50Y 

106B-25YI 

106D-25Y 

108 AY 
108AZ 

109 AY 
109 AZ 
280B50A2 
280B50A3 
280B50B2 
280B50B3 
280B50C2 
282B25A2 
282B25A3 
282B25B2 
282B25B3 
282B25C2 
291A 
295A-AW 
295A-BW 
297A-AW 
297A-BW 

298A— N 

298A- W 

299A-BXAW 
299A-BXBW 
299A-DXAW 
299A-DXBW 
FT—110-D50 AY 
FT-110—D50 AZ 


FT—110—D50 BY 
FT-110—D50 BZ 
FT—125—D25 AY 
FT—125—D25 AZ 
FT—125—D25 BY 
FT—125—D25 BZ 
FT—145—10 
FT—145—10—A 
FT—145—B10 AY 
FT-145-B10 AZ 
FT—145—B10 BY 
FT—145—B10 BZ 
FT—145—B10 C 
FT—145—BIO CY 
FT—145—B10 CZ 
FT-149-30 AZ 
FT-149-30 AZ1 
FT-149-30 BZ 
FT—149—30 BZ1 
FT—153—10 A 
FT—153—10 AY1 
FT—153—10 AY2 
FT—153—10 AZ1 
FT—153—10 AZ2 
FT—153—10 BY1 
FT-153-10 BY2 
FT-153-10 BZ1 
FT-153-10 BZ2 
FT-153-10 CZ1 
FT-153-10 CZ2 
FT—156—10 AY1 
FT—156—10 AY2 
FT-156-10 AZ1 
FT—156—10 AZ2 
FT-156-10 BY1 
FT—156—10 BY2 
FT-15 6-10 BZ1 
FT-156-10 BZ2 


Gates American Corp. or Gates Radio Co. 


M5245 
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NOTICES 


General Electric Company 


ES-l-A 

ET-20—A 

ET-6-C 

ES-l-B 

ET-21-A 

ET-6-D 

ES-12-A 

ET-21-B 

ET-6-F 

ES-12-B 

ET-22-A 

ET—6—H 

ES-12-C 

ET-23-A 

ET-7-A 

ES-13-A 

ET-25-A 

ET-7-B 

ES-13-B 

ET-25-B 

ET-7-D 

ES-15-A 

ET-26-A 

ET—8—A 

ES—15—B 

ET-26—B 

ET—8—B 

ES-16-A 

ET-28-A 

ET—8—D 

ES-16-B 

ET-29-A 

ET-8-E 

ES-17-A 

ET-32-B 

ET-9-A 

ES-17-B 

ET-32-D 

ET-9-B 

ES—18—A 

ET-33-B 

ET-9-C 

ES-20-A 

ET-33-D 

GF-6-A 

ES-22-A 

ET-34-B 

TMD—30—A 

ES-22-B 

ET-34-D 

TMD-30—B 

ES-22-C 

ET-37-B 

TMD-30—C 

ES-22-D 

ET-37-D 

TMD-30—D 

ES-25-A 

ET—38—B 

TMD-60-A 

ES-25-B 

ET-39-B 

TMD—60—B 

ES-25-C 

ET-42-A 

TMD—60—C 

ES-3-A 

ET-45-B 

TMD—60-D 

ES-3-A 

ET-45-D 

TRS—250—A 

ES-4-A 

ET-46-B 

TRS-250—D 

ES—4—D 

ET—46-D 

TRS—350—A 

ES-7-A 

ET—48—A 

TSA-30-A 

ES-9-A 

ET-5-A 

TSA—30—B 

ET-l-A 

ET—5—B 

TSA-30—C 

ET-l-B 

ET-5-C 

TSA-60-A 

ET-l-C 

ET—5—D 

TSA-60-B 

ET-l-D 

ET—5—F 

TSA—60—C 

ET-l-E 

ET-5-H 

TSA—60-D 

ET-ll-A 

ET—6—A 


ET-18-A 

ET-6-B 


General Motors Corp. 

CVT-2 


CVT-32 

General 

Railway Signal Company 

E CLASS A 

E-50 CLASS B 

E CLASS B 

F 

E-50 CLASS . 

A 

FI 

Gonset Division of Layco, Inc. or Link 


Radio Corp. 

1498 ED 6 

2750-10AMF-C2 

150—FT—1 


2750-10 AMR-A2 

1505 


2750-10AMR-C2 

1810-T 


2750-10AVMF-A2 

1873 


2750-10AVMF—C2 

1906 ED 2 


2750-10VF-A1 

1906 


2750—10VF-A2 

1907 ED 2 


2750—10VF-C1 

1907-TED 2A 


2750—10VF—C2 

1908 


2750-10VR-A1 

1908 ED 2A 


2750—10VR-A2 

2190 


2750-10VR—Cl 

2190 ED 2 


2750—10VR—C2 

2210 


2750-250AU-A2 

2210—L 


2750—250AU-C2 

2210—LR 


2750-2AMF-A2 

2210-M 


2750-2AMF-C2 

2210-M ED 2/SS/ 

2750-2AMR-A2 

2210—SS 


2750-2AMR—C2 

2210/A30 


2750—2AVMF-A2 

2210/A60 


2750—2A VMF-C2 

2240 


2750—2VF-A2 

2240 ED 2A 


2750—2VF-C2 

2295 


2750—2VR-A2 

2365 ED 8 


2750—2VR-C2 

2365 ED 9 


2750-30AC-A1 

2365—L 


2750-30AC—A2 

2365—L ED3 


2750—30AC—Cl 

2365-LR 


2750-30AC—C2 

2365-LR ED3 

2750—30AM-A1 

2365-M 


2750—30AM-C1 

2365-M ED 2A 

2750—30AMF-A2 

2365-M ED32 

2750—30AMF—C2 

2365/A75 


2750-30AMR—A2 

2490 


2750—30AMR—C2 

2490 ED 2 


2750-30AU-A1 

25-UFM ED 

7A 

2750-30AU—A2 

250-UFS 


2750—30AU-C1 

250- UFS ED 

7 

2750—30AU—C2 

2 50-UFS ED 7A 

2750-30AVMF-A2 

2750—10AMF- 

-A2 

2750-30AVMF-C2 


2750-30DR-A1 
2750-30DR-A2 
2750—30DR—Cl 
2750—30DR—C2 
2750—30VF-A2 
2750—30VF-C2 
2750-30VR-A1 
2750—30VR-A2 
2750—30VR-C1 
2750—30VR—C2 
2750-60AC—A1 
2750—60AC-A2 
2750-60AC-C1 
2750-60AC-C2 
2750—60AM-A1 
2750-60AM-C1 
2750—60AMF-A2 
2750-60AMF-C2 
2750-60AMR—A2 
2750—60AMR-C2 
2750—60AU—A1 
2750—60AU-A2 
2750-60AU-C1 
2750-60AU-C2 
2750-60DR—A1 
2750-60DR-A2 
2750-60DR—Cl 
2750—60DR-C2 
2758 

3000-UFS 

3035 

3036 

qhA9 

35-UFM ED 2 
35-UFM ED 7 
40—FT-4 
50-UFM ED 7 
50-UFS ED 7 
50-UFS ED 7A 
50-UFS 
5000—10VF-A1 


5000-10VF-C1 
5000-10VR—A1 
5000—10VR—Cl 
5000-2AM—A1 
5000—2AM-C1 
5000-2VF-A1 
5000-2VF—Cl 
5000-2VR-A1 
5000—2VR-C1 
5000-30AC—A1 
5000-30AC-C1 
5000-30AM-A1 
5000-30AM-C1 
5000—30VF-A1 
5000—30VF—Cl 
5000-30VR-A1 
5000-30VR—Cl 
5000—60AC-A1 
5000-60AC-C1 
6000—30DR—A1 
6000-30DR—Cl 
6000—30VR-A1 
6000-30VR-C1 
6000—50VR-A1 
6000-60AC-A1 
6000-60AC—Cl 
6000-60AU-A1 
6000-60AU-C1 
6000-60DR—A1 
6000-60DR-C1 
7000-250AU-A1 
7000—250AU—Cl 
7000—250TR—A1 
7000-250TR-C1 
7000—60TR—A1 
7000-60TR-C1 
75—FMTR-7A 
75-UFM 
75-UFM ED 7 
75-UFM ED 7B 


HALLICRAFTERS CO. 


HT-21 HWS 
HT-21 LDS 
HT-21 LWS 
HT-22 HWS 
HT-22 LDS 


HT-22 LWS 

HT-23 

HT-24 

HT-25 

HT-26 


Harvey Radio Laboratories, Inc. 


542A 100T-R MFT-152-30D 

Industrial Radio Corp. 

FF-155 PS-150 PS-150-1 

FF-45 PS-40 


Kaar Engineering Company 


FM-100X 

FM-120A 

FM-120A-1 

FM-176A 

FM-177X 

FM-178A 


FM-179X 
FM-250A 
FM-252A 
FM-45X 
FM—45Y 
FM—48X 


FM-50X 

FM-75A 

LP-120A 

LP—48X 

PTS-22X 

TR425 


Mosler Research Products, Inc. 
PT-6C 

Motorola, Inc. 


B51A-18 
B53A-18 
FHT-1 
FHTU-1 
FMT-140 
FMT-22 
FMT-23 
FMT-25 
FMT-30 
FMT—40 
FMT—41 
FMT—50 
FMT-80 
FMTU-140 
FMTU-15 
FMTU-22 
FMTU-23 
FMTU-30 
FMTU—40 
FMTU-41 
FMTU-5 
FMTU-50 
FMTU-80 
FPT-1 
FPTU-1 
FST-140 
FST-250 
FST-50 
FST-520 
FST-6020 
FST-80 
FSTU-140 
FSTU-250 
FSTU-50 
FSTU-520 
FSTU-80 
FSTW-140 
FSTW-250 
FSTW-50 
FSTW-80 
Hll 
H13 
NA101 
NA102 
NA103 
NA104 
NA105 
NA106 
NU102 
NU102/ 
NU142 
NU105 
NU105/ 
NU143 
NU105/ 
NU183 
Pll 
P13 
P-8520 
P-8600 • 


P-8601 

P-8601-U 

P-8610 

P-8620 

P-9020 

P-9020—C—LP 

P-9030 

P-9030-C-LP 

P-9040 

P-9050 

P-9088 

P-9088-U 

P-9089 

P-9089-U 

P-9090 

P-9090-U 

P-9091 

P-9091-U 

PA-7203 

PA-7232 

PA-7232-R 

PA-7291 

PA-7292 

PA-7293 

PA-8021 

PA-8026 

PA-8029 

PA-8032 

PA-8049 

PA-8329 

PA-8332 

PA-8342 

PA-8345 

PA-8349 

PA-8461 

PA-8462 

PA-8463 

PA-8491 

PA-8492 

PA-8493 

PA-8548 

PA-8561 

PA-8562 

PA-8563 

PA-8625 

PA-8648 

PA-8664 

PA-8665 

PA-8671 

PA-8672 

PA-8673 

PA-8691 

PA-8692 

PA-8693 

PA-9110 

SP1125531 

T19-23 

T41G 

T51G 

TA104 


TA105 

TA107 

TA113 

TA114 

TA115 

TA116 

TA117 

TA118 

TA119 

TA120 

TA121 

TA122 

TA123 

TA126 

TA127 

TA130 

TA137 

TA138 

TA139 

TA169 

TA170 

TA190 

TA192 

TA193 

TA194 

TA195 

TA200 

TA201 

TA202 

TA205 

TA214 

TA215 

TA234 

TA236 

TU219 

TU221 

TU227 

TU230 

TU232 

TU233 

TU234 

TU245 

TU293 

TU294 

TU295 

TU296 

W43D 

WE-8021 

WE-8026 

WE-8032 

WE-8329 

WE-8332 

WE-8345 

WE-8492 

WE—8497 

WE-8497-A 

WE-8692 

X13T 


Kahn and Co. Inc. 
KC-102 


Knapp, W. W., Inc. 


48-12 

48-25 

48-25A 

48-50 

TR-10 EDITION 1 
TR-10 EDITION 2 
TR-10 EDITION 3 


TR-10 EDITION 4 
TR-10 LP EDITION 1 
TR-10 LP EDITION 2 
TR-15 EDITION 1 
TR-15 EDITION 2 
TR-15 LP EDITION 1 
TR-15 LP EDITION 2 


Lysco Mfg Company 

802 851 

803 852 


Mobile Communications Co. 
MFM-25—150 
Morrow Radio Mfg. Co. 
FC-20-1 FC-250 



Motrel, Inc. 

400-00C 

400-00C-TB 

400-00C-TA—30 

400-00C-TB-3 0 

400—00C-TA—50 

400-000—TB-50 

New York Technical Institute of Cincin¬ 
nati, Inc. 


PS—1-ET-8A PS-1-ET-8D 

PS—1-ET-8B PS-2 

Philco Corporation 


PRT 150GT 
PRT 152GT 
PRT 30GT 
PRT 30GTS 
PRT 33GT 
PRT 33GTS 
PRT 35GT 
PRT 35GTS 
PRT 37GT 
PRT 37GTS 
PRT 50GT 
PRT 50GTS 


PRT 53GTS 
PRT 55GT 
PRT 55GTS 
PRT 5TGTS 
PRT 60GT 
PRT 61GT 
PRT 62GT 
PRT 74GT 
PRT 75GT 
PRT 83 GT 
PRT 90GT 
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Platt Manufacturing Co. 


Raytheon Mpo. Co. 


10-TRM-l 1 

30-TRM-3 2—D 

UM-15-1 

US—20-2A 

US-85-2 

10-TRM-31 

30—TRS—11 

UM-15-1A 

US-30-1 

US—85—2 A 

2-TRM-l 1 

30-TRS-31 

UM-15—2 

US—30-1A 

VM-30-1 

2-TRM-31 

60—TRM-12D 

UM-15-2A 

US-30-2 

VM-30—1A 

2-TRS-ll 

60—TRM-32-D 

UM-30-1 

US-30—2A 

VM—30-2 

2-TRS-31 

60-TRS-ll 

UM-30-1A 

US-60-1 

VM-30—2 A 

250T-13-U 

60—TRS—12 

UM—30-2 

US—60—1A 

VS—50—1 

250T-33-U 

60—TRS—12U 

UM-30-2A 

US-60-2 

VS—50—1A 

30-TRM-ll 

60—TRS—31 

US-20-1 

US—6 0-2 A 

VS-50-2 

30-TRM-12 

60—TRS-32 

US—20-1A 

US-85-1 

VS-50-2A 

30-TRM-12D 

‘ 60—TRS—3 2—U 

US-20-2 

US—85-1A 


30-TRM-31 

30-TRM-32 

60T-13-U 

60T-33 

Research Products, Inc. 

Pye Corporation of America 


PT-6C 


PTC-2001U 

PTC-8007UNH 


Roflan Company 


PTC-2002U 

PTC-8007UNL 


4000 


PTC-2C07UNH 

PTC-8101UN 




PTC-2007UNL 

PTC—8102U 


Servo Corp. of America 

PTC-2101U 

PTC—8102UN 


FE-1 


PTC-2102U 

PTC-8103UN 




PTC-330 

PTC-8104UN 


Shell Development Co. 

PTC-331 

PTC-8107UNH 

HF—49 


HF-49M 

PTC-3831U 

PTC-8107UNL 




PTC-3831UN 

PTC-8201U 

Skycrafters Aviation Radio or Skycrafters, 

PTC-3832U 

PTC—8201UN 


Inc. 


PTC-3832UN 

PTC—8202U 


FM-162 


PTC-8001UN 

PTC—8202UN 



PTC-8002U 

PTC-8751UN 


Sonar Radio Corp. 


PTC-8002UN 

PTC-8752UN 


MB-26 



Radio Corporation of America 


CJC-10A 

CMV-2E3 

CT-11B 

CM-1A 

CMV-2E4 

CT-12A 

CM-1C 

CMV-2E5 

CT-12B 

CM-2A 

CMV-2E6 

CT-17A 

CM-2B 

CMV-2F 

CT-1A 

CM-3B 

CMV-2F3 

CT-2A 

CM-3C 

CMV-2F4 

CT-2C 

CM-5A 

CMV-3A 

CT-3A 

CMC-10A 

CMV-3B 

CT-4A 

CMC-10A2 

CMV-3E 

CT-4C 

CMC-10A3 

CMV-3E1 

CT-4D 

CMC-10A4 

CMV-3E2 

CT-5A 

CMC-10B 

CMV-3E3 

CT-5C 

CMC-10B/ 

CMV-3E4 

CT-5C—A 

H/ 

CMV-3E5 

CT-6A 

CMC-1A 

CMV-3E6 

CT-6C 

CMC-1B 

CMV-3E7 

CT-6D 

CMC-1B2 

CMV-3E8 

CT-8A 

CMC-1C3 

CMV-3F 

CT1-100A 

CMC-1C4 

CMV-3F3 

CT1-10OC 

CMC-1D 

CMV-3F4 

CT1-250B 

CMC-30A1 

CMV-4A 

CT1-50B 

CMC-30A2 

CMV—4B 

CT1-55A 

CMC-30A3 

CMV-4E 

CT2-250B 

CMC-30A4 

CMV-4F 

CT2-30B 

CMF-40A 

CSC—10A 

CT2-30BL 

CMV-1A 

CSC-10B 

CT2-30E 

CMV-1B 

CSC—10B /H 

CT2-60B 

CMV-1C 

CSC-1A 

CT2-60D 

CMV-1CY 

CSC-1C 

CTC-10A 

CMV-1D 

CSC-250A 

CTC-10B 

CMV-1D1 

CSC—60A 

CTC-10B/H 

CMV-1DY 

CSF-250A 

CTC-1A 

CMV-1E 

CSF-40A 

CTC-1B 

CMV-2A 

CSF-60A 

CTC-2A2 

CMV-2B 

CT-10A 

CTF-40A 

CMV-2C 

CT-10AX 

CTR-1A 

CMV-2E 

CT-10B 

CTR-1AY 

CMV-2E1 

CT-10BX 

ET-8054 

CMV-2E2 

CT-11A 

ET-8058 


Stromberg Carlson Co. 

3036 3036C 

3036B ET—301—A 

Suburban Radio Co. 


TR-70-A 
TRC 30 

TRC—30/A75—A 


MS60—A 
MSC-30A 
MSP—30—A 
TR-35-A 

Tele Communications. Inc. or Tele Com¬ 
munications Corp. 

330 A4907B 

Texas Instruments. Inc. 

T-125A 

Washington State Patrol 
300A 

West Coast Electronics 

FFM-60—150 
MFM-15—150B 
MFM-15—150C 

Western Electric 

540A 
541A 
542A 
543A 

Westinghouse Electric Corp. 

FE FE-1 MR 


FFM-15—150 
FFM-15—150B 
FFM-30-150 


38B 

38C 

39A 

39B 


Radio Engineering Laboratories 
715 

Radio Specialty Mfg. Co. 


1086 
1144 - 42-2 
1 144 - 5-1 
1144 - 5-2 
1144 - 5-3 


1144-5—4 

1147-33-1 

1147-33-2 

1160-119-1 

1160-29-1 


1160-320-1W 
1160-393-1W 
1160-40-1 
1160-52-1 


Railway Radiotelephone, Inc. 

UOOA 400—A 

UOOB °^ A 


B. Composite Transmitters (Not in Radio 
Equipment List. Part C) For Which Type 
Acceptance Under Part 21 of the Com¬ 
mission's Rules Is Withdrawn as of 
November 1, 1963 

Carolina Telephone & Telegraph Co., 
Tarboro, North Carolina 

ET-l-E (RC208 Modification) 

Cook's Telephone Answering & Radio. Inc., 
Fresno, California 

CTAR-1-ET-8B 

Charles B. Schafer. 79 East Pettebone 
Street, Forty Fort, Pennsylvania 

PS-1-ET8D 

Pacific Telephone & Telegraph Company 
ET-l-E (RC208 Modification) 
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Radio Pocket Page, Inc., Portland, Oregon 
AM-350/GE ET-8-B 

[F.R. Doc. 63-11014; Filed, Oct. 16, 1963; 
8:48 a.m.] 


[Docket No. 14964; FCC 63R-467] 

BEAMON ADVERTISING, INC. 

Memorandum Opinion and Order 
Amending Issues 

In re application of Beamon Advertis¬ 
ing, Incorporated, Daingerfield, Texas, 
Docket No. 14964, File No. BP-14359, for 
construction permit. 

1. Pursuant to 47 CFR 1.141, the Board 
is being .asked to enlarge the scope of this 
proceeding. 1 A history of this proceeding 
and a summary of the conflicting allega¬ 
tions must necessarily be set forth here 
for a proper understanding and disposi¬ 
tion of the pleadings. 

2. On September 9, 1960, Beamon 
Broadcasting Company, a partnership of 
Charles Monk and Chesley Beaver, filed 
an application for a new AM Station to 
operate on 1560 kilocycles, 1 kilowatt, 
daytime, in Daingerfield, Texas. There¬ 
after, on May 14, 1962, the application 
was amended to change the partnership 
to a corporation, Beamon Advertising, 
Incorporated. Monk retained a 50 per¬ 
cent interest in the new applicant, while 
the remaining shares were divided 
among nine other stockholders; Beaver’s 
interest in the application was termi¬ 
nated. In all other major respects, in¬ 
cluding the specified proposed trans¬ 
mitter site, the application remained un¬ 
changed. 

3. On August 8, 1962, Winston O. 
Ward, tr/as Mt. Pleasant Broadcasting 
Company (KIMP) filed a petition to 
deny the application; the petition was 
supplemented on August 13, 1962. An 
opposition was filed by Beamon on Sep¬ 
tember 4, 1962, to which KIMP replied 
on September 14, 1962. By memoran¬ 
dum Opinion and Order, 28 F.R. 1699 
(February 21, 1963) KIMP's petition was 
granted in part and denied in part by 
the Commission and Beamon’s applica¬ 
tion was designated for hearing on finan¬ 
cial qualifications and program planning 


1 Under consideration are: (a)(1) Petition 
for enlargement of Issues, filed April 24, 1963, 
by Winston O. Ward, tr/as Mt. Pleasant 
Broadcasting Company (KIMP); (2) supple¬ 
ment, filed April 25, 1963, by KIMP; (3) 
further supplement, filed May 1, 1963, by 
KIMP; (4) comments, filed May 17, 1963, by 
Broadcast Bureau; (b) (1) petition for en¬ 
largement of issues regarding site, filed 
May 13, 1963, by KIMP; (2) comments, filed 
May 21, 1963, by Bureau; (3) errata to com¬ 
ments, filed May 23, 1963, by Bureau; (c) 
single opposition to both petitions, filed 
June 3, 1963, by Beamon Advertising, Incor¬ 
porated; (d) single opposition to both Bu¬ 
reau comments, filed June 3, 1963, by Bea¬ 
mon; (e) motion to strike the opposition to 
comments, filed June 13, 1963, by Bureau; (f) 
(1) petition for enlargement of issues, filed 
July 17, 1963, by KIMP; (2) opposition, filed 
July 29, 1963, by Beamon; (3) comments, filed 
July 30, 1963, by Bureau; and (4) reply, filed 
August 8, 1963, by KIMP. 
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NOTICES 


issues; KIMP was made a party to the 
hearing. 

4. As a part of the hearing, the depo¬ 
sitions of Beaver, Charles Black (vice- 
president, First National Bank, Mt. 
Pleasant, Texas), and Charles A. Tucker 
(executive vice-president, Guaranty 
Bond State Bank, Mt. Pleasant) were 
taken by KIMP relative to the existing 
issues, which depositions were filed on 
April 18, 1963. 

5. By its first two petitions to en¬ 
large, KIMP requests addition of issues 
as to Beamon concerning misrepresen¬ 
tation, site availability, and character 
qualifications. The Bureau supports the 
requests for the reasons alleged by 
KIMP. Essentially, KIMP shows first 
that whereas Beamon’s amended appli¬ 
cation and Monk’s affidavit in support 
of Beamon’s opposition to KIMP’s peti¬ 
tion to deny stated the applicant had 
$15,000 on deposit in a bank at that 
time, there was in fact only some $2,500 
on deposit. Second, it shows that al¬ 
though in the amended application, the 
opposition to KIMP’s petition to deny, 
and the direct affirmative case of Bea¬ 
mon, Monk represented that he owed 
his former partner Beaver the sum of 
$2,588.79, he in fact owed Beaver $4,000. 
Third, it is shown that in Beamon’s 
opposition to KIMP’s petition to deny it 
was represented that with regard to the 
proposed transmitter site, “beneficial 
ownership is in the corporation, and 
record title is being transferred to the 
corporation at this time without further 
reimbursement to Beaver [who, in part¬ 
nership with Monk, had owned the land 
prior to the amendment of the applica¬ 
tion]” and that Monk’s affidavit, sup¬ 
porting that opposition, further af¬ 
firmed that the formal transfer of title of 
land to the corporation would be effected. 
In contrast to these representations, 
however, Beaver in his deposition filed 
April 18, 1963, stated that the property 
had not been transferred to the corpo¬ 
ration and in fact, KIMP shows that on 
January 14, 1963, Beaver transferred 
the property to Kimbell Milling 
Company. 

6. Beamon concedes all of the allega¬ 
tions to be true but has an explanation 
for each. Thus, it asserts with regard 
to the money on deposit. Monk had in¬ 
formed the stock subscribers they were 
to deposit their subscription funds in 
the Beamon account but through misun¬ 
derstanding of the bank vice-president 
(a principal in Beamon) he informed 
them it was not necessary to do so at 
the time of application, due to the length 
of time it would take the Commission 
to act on the application. Monk was un¬ 
aware of these events, but as soon as 
he was apprised of the situation he had 
all stock subscribers deposit their money, 
each of them having been capable of 
doing so at any time. These assertions 
are supported by affidavits of Monk and 
the bank vice-president. Thus, it is as¬ 
serted that the erroneous representa¬ 
tions were made in good faith, and have 
been corrected. Concerning the discrep¬ 
ancy in shown and actual debt to Beaver 
by Monk, the latter alleges that all he 
had shown was the amount owed Beaver 
for his half interest in the former part¬ 


nership application; that this was upper¬ 
most in his mind at the time and he did 
not think of his personal debt to Beaver 
in the amount of $1,400. Accordingly, 
it is asserted that the omission was in¬ 
advertent, that the error was corrected 
as soon as it was called to his atten¬ 
tion, and that the matter did not affect 
his financial standing since he was re¬ 
lying on a loan from his father. As to 
the ownership of the property, Monk, by 
affidavit, avers that since Beaver’s wife 
opposed immediate transfer of the prop¬ 
erty until money owed Beaver had been 
paid, Monk did not press for the trans¬ 
fer; that he was unaware of the transfer 
to Kimbell; and that as soon as he was 
apprised of the facts he took steps to 
vest title in the corporation where it 
now is. 

7. Parenthetically, we should add here 
that one of Beamon’s two filed opposi¬ 
tions was directed solely to the Bureau’s 
comments, contending that the rules 
make no provisions for filing “Com¬ 
ments”; that the Bureau neither re¬ 
quested nor was given permission to file 
such pleading; and that treating them 
as petitions to enlarge issues they are 
untimely. Thus, Beamon asserts they 
should be dismissed. The Bureau an¬ 
swers with a motion to strike the op¬ 
position, contending that under 47 CFR 
1.13(b), only a petitioner can file a 
“reply” and that in the absence of spe¬ 
cific permission, Beamon is prohibited 
from filing a pleading specifically direct¬ 
ed to the Bureau’s comments. 

8. After all of the foregoing pleadings 
were filed, KIMP filed a third petition 
to enlarge. In this pleading it again 
asks for a misrepresentation issue show¬ 
ing that in the foregoing Beamon op¬ 
position, the applicant describes the one- 
acre tract it obtained from Kimbell as 
the same one shown in its application 
as its transmitter site. KIMP also pro¬ 
vides a report and plot plan from a sur¬ 
veyor showing, among other things, the 
location of the two towers, the ground 
screens, the location of the proposed 
studio, and the proposed ground system, 
and further depicting that the greater 
part of these things would be located 
outside of the one-acre tract. Thus, 
KIMP implies there was misrepresenta¬ 
tion when in its application form Bea¬ 
mon indicated it owned its transmitter 
site. The Bureau supports the petition. 

9. Beamon answers that it intends to 
only own the one-acre of land and to 
lease the rest, and thus, its representa¬ 
tion “owned” in the Form 301 box en¬ 
titled “Acquiring Land” was proper, and 
that the costs of leasing the remainder 
of land was reflected under “operating 
expenses.” Monk, in an affidavit at¬ 
tached to this opposition, states that 
prior to the purchase of this one-acre by 
him and his then partner, Beaver, “we 
were given oral assurances from the 
property owner from whom the land was 
purchased, that we could lease land be¬ 
hind and adjacent to our acre, which he 
owned, for the erection of the towners 
(sic) and ground system when the sta¬ 
tion was granted * * * [and thereafter, 
learning that the adjacent property was 
sold]. I went to the first owner and 
found that the property had been sold 


with a verbal provision that a lease 
would be available for the radio station 
towers and ground system. I then went 
to the new owner of the property and re¬ 
ceived assurance from him that he 
understood about the towers, etc. and 
would make the lease available when the 
time comes.” 

10. In reply to this opposition, KIMP 
has filed the affidavit of Ward stating 
that he spoke with W. E. Key, owner of 
the property in question; that Key in¬ 
formed him that there was no agreement 
regarding a lease; that Key stated he 
was not interested in leasing; that Monk 
talked to Key on July 31, 1963, and told 
Key he was interested in buying the land; 
and that Key said he told Monk he would 
name a price in a few days. 

11. The subject petitions were not filed 
within 15 days of the date the issues were 
published in the Federal Register, as re¬ 
quired by § 1.141 of the Commission’s 
rules. Moreover, it appears that the 
facts set forth in the petitions were avail¬ 
able to the petitioners long before the 
petitions were filed. Accordingly, good 
cause for the late filing as contemplated 
by § 1.141(b) of the rules has not been 
established. The petitions will, there¬ 
fore, be dismissed as untimely. In view 
of our action with respect to the peti¬ 
tions, all of the collateral pleadings and 
the questions raised thereby become 
moot. 

12. Despite our holdings as to the pro¬ 
cedural aspects of this proceeding, which 
disposes of the entire set of pleadings, we 
must take cognizance of what amounts 
in this case to overriding public inter¬ 
est considerations. It is clear that a sub¬ 
stantial question exists regarding the 
availability and adequacy of Beamon’s 
proposed transmitter site. The applicant 
itself concedes that the tract of land 
heretofore believed by all to be the trans¬ 
mitter site is only a fraction of the land 
necessary. Although the affidavit by 
Monk states the remaining land neces¬ 
sary is available by lease, Ward’s affi¬ 
davit is clearly to the contrary. We 
are not unmindful that KIMP offers no 
explanation as to why it does not sup¬ 
ply an affidavit from the landowner with 
respect to this matter. Nevertheless, if 
the allegations advanced in Ward’s affi¬ 
davit are given any credibility, the avail¬ 
ability and adequacy questions are clear¬ 
ly raised. It is our view that these ques¬ 
tions must be resolved in an evidentiary 
hearing. In connection with this issue, 
it must be borne in mind that there is 
already an issue herein regarding Bea¬ 
mon’s financial qualifications. Were 
Beamon required to buy the additional 
land in question, it might have consider¬ 
able adverse effect on its financial quali¬ 
fications. 

13. A matter equally raised by tnese 
latter pleadings is the question of j* 11 **" 
representation and character qualifica- 
tions. The conflict of the affiants ner 
is plain and concise. Monk says he spox 
with Key and had his assurances ne 
would lease the land. Ward claims ^J 
indicated to him he never did say 
would lease the land. This clear c 
flict necessitates the subject issues, 
are aware that neither Beamon 
KIMP has provided the best evidence 
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to the truth or falsity of Monk’s allega¬ 
tion that additional land could be 
leased. Nevertheless, the direct conflict 
of testimony is sufficient to raise ques¬ 
tions which can only be resolved by the 
hearing process. Beamon’s explanation 
of the matters, sought to be included in 
the first two issues, in terms of “inad¬ 
vertence” and “carelessness” does not 
avoid the need, in view of all the allega¬ 
tions and counter-allegations, to test 
those explanations in a public hearing. 
Therefore, the issues designated will en¬ 
compass all matters raised in each of the 
petitions. 

14. Finally, the Board is concerned 
with one more aspect of this question. 
Assuming arguendo that it is shown 
that none of these errors was intentional 
or that they do not require disqualifica¬ 
tion of the applicant on character quali¬ 
fications grounds, there still remains the 
problem here that the applicant may be 
so inept and careless that it should not 
be entrusted with a license. The appli¬ 
cant’s responses to the petitioner’s al¬ 
legations raise a substantial question 
as to whether its proneness to “mistakes” 
is such that it would not be an accept¬ 
able Commission licensee. Section 308 
(b) of the Communications Act of 1934, 
as amended, requires that all prospective 
licensees show the requisite “character 
* * * and other qualifications” that the 
Commission might require. Considera¬ 
tions of inadvertence and ineptness on 
the part of applicants have entered into 
Commission decisions in the past. See 
e.g., Air Waves, Inc., 3 RR 142 (1946); 
Kanawha Valley Broadcasting Company, 
3 RR 1977 (1948); American Southern 
Broadcasters, 13 RR 927 (1957); Walter 
T. Gaines, 25 FCC 1387, 16 RR 159 
(1958); and Palm Springs Translator 
Station, Inc., 17 RR 1263 (1959). Though 
not leading to denials in the cited cases, 
the consideration of such matters, and 
the diminution of adverse findings due 
to factors not here involved, evidences 
Commission concern with such matters 
and clearly suggests that such matters 
may, in appropriate circumstances, be 
the subject of a hearing issue. In the in¬ 
stant case, there are repeated urgings 
by applicant that its nondisclosures and 
inacuracies were the result of inadvert¬ 
ence and carelessness. There is no show¬ 
ing that applicant was not adequately 
represented by counsel or that either ap¬ 
plicant or counsel were unfamiliar with 
Commission requirements; on the con¬ 
trary, applicant’s majority stockholder 
is an experienced broadcaster and ap¬ 
plicant is represented by legal counsel 
iong familiar with Commission processes 
and requirements. The Commission can- 
n ot condone a pattern of carelessness 
mrd inadvertence in preparing applica¬ 
tions and pleadings filed with the Com¬ 
mission, and indifference to the Commis¬ 
sion’s Rules. Thus, the Board will add 
an issue on its own motion to inquire 
mto this matter. 

Accordingly, it is ordered. This 10th 
nay of October 1963, That the petitions 
j^.rein an d the Bureau’s motion are dis- 
missed; that Issue 3 set forth in the 
nearing order of February 21, 1963 (28 

•R. 1699) is renumbered as Issue 7; and 

nat, on the Review Board’s own motion. 
No. 203 - 7 


the issues in this proceeding are enlarged 
as follows: 

3. To determine whether Beamon Ad¬ 
vertising, Incorporated, has adequate 
land available for a transmitter site for 
the proposal herein. 

4. To determine whether there have 
been any false statements, misrepre¬ 
sentations, lack of candor, or nondis¬ 
closure of material facts in the above- 
captioned application, amendments 
thereto, supporting documents, plead¬ 
ings, affidavits, or testimony of any of 
the officers, directors, or stockholders of 
Beamon Advertising, Incorporated. 

5. To determine in light of the evi¬ 
dence adduced under the foregoing issue, 
whether Beamon Advertising, Incorpo¬ 
rated, has the requisite character quali¬ 
fications to be licensee of the facilities 
requested. 

6. To determine whether there have 
been repeated errors, inaccuracies, non¬ 
disclosures of material facts, and/or in¬ 
advertent statements in the above- 
captioned application, amendments 
thereto, pleadings, and prosecution of 
the application, and, if so, whether they 
reflect such negligence, carelessness, 
ineptness, or disregard of the Commis¬ 
sion’s processes that the Commission 
cannot rely upon the applicant to fulfill 
the duties and responsibilities of a 
licensee; and 


It is further ordered. That the pro¬ 
ceeding is remanded to the Hearing 
Examiner for further hearing on the 
foregoing issues and for the issuance of 
a Supplemental Initial Decision. 

Released: October 14,1963. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 63-11009; Filed, Oct. 16, 1963; 
8:47 a.m.] 


[List No. 181] 

CANADIAN BROADCAST STATIONS 

List of Changes, Proposed Changes, 
and Corrections in Assignments 

October 3,1963. 

Notification under the provisions of 
Part H, section 2, of the North American 
Regional Broadcasting Agreement: List 
of changes, proposed changes and cor¬ 
rections in Assignments of Canadian 
Broadcast Stations Modifying Appendix 
containing assignments of Canadian 
Broadcast Stations (Mimeograph No. 
47214-3) attached to the Recommenda¬ 
tions of the North American Regional 
Broadcasting Agreement Engineering 
Meeting. 


Call letters 

Location 

Power kw 

Antenna 

Sched¬ 

ule 

Class 

Expected 
date of com¬ 
mencement 
of operation 



560 kilocycles 





CJDC (reduction in pow¬ 
er from that shown on 
list No. 160). 

Dawson Creek, British 

1. 

DA-N 

U 

III 

EIO 12-15- 

Columbia. 

610 kilocycles 

63. 

CKML (now in opera¬ 
tion). 

Mont Laurier, Province 

1. 

DA-N 

U 

III 


of Quebec. 

790 kilocycles 


New (delete assignment) . 

Port Credit, Ontario._ 

1. 

DA-1 

u 

III 



860 kilocycles 



CFPR (P.O. 1240 kc, 
0.25 kw, ND). 

Prince Rupert, British 
Columbia. 

10. 

DA-1 

u 

II 

EIO 9-15-64. 

900 kilocycles 

CKDR (now in opera¬ 
tion). 

Dryden, Ontario_ 

1. 

ND 

D 

II 



1070 kilocycles 



CFAX (reduction in 
power and change in 
location from that 
shown on list No. 172). 

Victoria, British Columbia. 

1. 

DA-1 

U 

II 

Do. 

" 1260 kilocycles 


New. 

Steinbach, Manitoba. 

10. 

DA-2 

u 

III 

Do. 



1410 kilocycles 





CHLO (delete assign¬ 
ment—CHLO remain¬ 
ing 680 kc, 1 kw, DA-1). 

St. Thomas, Ontario._ 

10 D/2.5 N. 

DA-2 

u 

III 



1410 kilocycles 




CKSL (P.O. 1290 kc, 5 
kw, DA-1). 

London, Ontario_ 

10. 

DA-2 

u 

III 

Do. 


1500 kilocycles 





New (change in mode of 
operation from that 
shown on list No. 176). 

Duncan, British Colum¬ 

1. 

DA-2 

u 

II 

Do. 

bia. 

1510 kilocycles 



New.... 

Montreal, Province of 

50. 

DA-2 

u 

II 

Do. 


Quebec. 







Federal Communications Commission, 
[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 63-11011; Filed, Oct. 16, 1963; 8:48 a.m.l 
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[Docket Nos. 15190,15191; FCC 63-921] 

BOARDMAN BROADCASTING CO., 
INC., AND DANIEL ENTERPRISES, 
INC. 

Order Designating Applications for 

Consolidated Hearing on Stated 

Issues 

In re applications of Boardman Broad¬ 
casting Company, Inc., Boardman, Ohio, 
Docket No. 15190, File No. BP-14305, re¬ 
quests 1570 kc, 1 kw, DA, Day; Daniel 
Enterprises, Inc., Warren, Ohio, Docket 
No. 15191, File No. BP-14886, requests 
1570 kc, 500 w, DA, Day; for construc¬ 
tion permit. 

At a session of the Federal Communi¬ 
cations Commission held at its offices 
in Washington, D.C., on the 9th day of 
October 1963; 

The Commission having under con¬ 
sideration the above-captioned and de¬ 
scribed applications; 

It appearing, that, except as indicated 
by the issues specified below, each of the 
instant applicants is legally, technically, 
and otherwise qualified to construct and 
operate the instant proposals; that Dan¬ 
iel Enterprises, Inc., is financially qual¬ 
ified but that for the reasons herein¬ 
after indicated it cannot be determined 
that the Boardman Broadcasting Com¬ 
pany, Inc., is financially qualified; and 

It further appearing that the follow¬ 
ing matters are to be considered in con¬ 
nection with the aforementioned issues 
specified below: 

1. The instant proposals appear to 
be mutually exclusive. 

2. Regarding the application of the 
Boardman Broadcasting Company, Inc. 
(“Boardman Broadcasting”): 

(a) A substantial question exists as 
to whether Boardman, Ohio, is a “com¬ 
munity” within the meaning of section 
307(b) of the Communications Act of 
1934, as amended, since: (1) The 1960 
United States Census report does not 
include any entry for Boardman in its 
tables of “population of All Incorporated 
Places and of Unincorporated Places of 
1,000 or More: 1940 to I960”; (2) Board- 
man does not have its own post office, 
but is served instead by a substation 
of the Youngstown, Ohio, post office; and 
(3) no affirmative evidence has been 
introduced by the applicant to support 
a conclusion that Boardman is an in¬ 
tegral community. 

(b) For the following reasons, a sub¬ 
stantial question exists as to whether 
Boardman Broadcasting is financially 
qualified to construct and operate its 
proposal: (1) Boardman Broadcasting’s 
application indicates that it will require 
at least $29,198 to construct the proposed 
station and operate it without revenue 
for a reasonable period of time. 1 (2) 
According to the Boardman Broadcast¬ 
ing application, 40,000 will come from 
stock purchases by Louis W. Skelly (50 
percent stockholder), Vincent A. Pepper 
(25 percent stockholder), and E. Strat- 


1 I.e.: Equipment down payment, $6,198; 
building expenses, $6,000; miscellaneous, 
$2,000; working capital for a reasonable 
period of time, $15,000. Cost of leasing or 
purchasing land not estimated by applicant. 


ford Smith (25 percent stockholder), 
and loans of $20,000 from non-stock¬ 
holder J. H. Davis and $10,000 apiece 
from Pepper and Smith. (3) However: 

(i) The statements by Pepper and 
Smith, submitted in lieu of personal bal¬ 
ance sheets, do not satisfy the require¬ 
ments for such statements as set forth 
in section III, page 2, paragraph 4(d), 
of the application form. 2 

(ii) The notarized statement by J. H. 
Davis, dated July 28, 1960, in which 
Davis indicates that he would be will¬ 
ing to lend the then individual applicant, 
Louis W. Skelly, $20,000 “for construc¬ 
tion of a proposed radio station in 
Boardman, Ohio,” does not appear to 
be sufficient evidence of the present 
availability of that sum to the successor 
corporate applicant, Boardman Broad¬ 
casting, for the same purpose. 

(iii) For the following reasons, a sub¬ 
stantial question exists as to whether the 
above-described statement by J. H. Davis 
sets forth the “terms of repayment, if 
any, and security, if any,” as required 
by section III, page 2, paragraph 4(c), 
of the application form: (A) No indica¬ 
tion is given in Davis’s statement that 
any security would be required. (B) 
The amount of the proposed loan con¬ 
stitutes approximately 42 percent of the 
assets listed by Davis in his “Partial 
Financial Statement * * * as of June 

30, 1960.” (C) An unsecured loan of 

$20,000 would not appear to be com¬ 
patible with normal business practice, 
in view of the foregoing and the “Bal¬ 
ance Sheet of Louis W. Skelly as of July 

31, 1960,” submitted as Exhibit No. 2 
of Mr. Skelly’s original application for a 
Boardman, Ohio, broadcast station con¬ 
struction permit. 

(iv) The principals of Boardman 
Broadcasting—Smith, Pepper, and Skel¬ 
ly—are also the principals of the 
Greater Erie Broadcasting Co., Inc., 
which has filed an application for a con¬ 
struction permit for a proposed standard 
broadcast station for Lawrence Park, 
Pennsylvania. That application (File 
No. BP-14945) indicates that the initial 
construction and operating costs for the 
proposal therein would be financed by 
payments of $5,000 apiece by Pepper and 
Smith (as loans and for purchases of 
stock) and $10,000 by Skelly (as loans 
and for purchases of stock), the latter 
amount presumably derived from an un¬ 
secured personal loan of $10,000 to Skelly 
by Edward J. Malek. A substantial ques¬ 
tion exists as to whether the above- 
named principals have sufficient financial 
resources to construct and operate both 
the Boardman, Ohio, and the Lawrence 
Park, Pennsylvania, proposals. 

3. Data supplied by Daniel Enter¬ 
prises, Inc., indicate that the latter’s 
proposal would cause interference (ad¬ 
jacent channel, 20 kilocycles removed) 
to standard broadcast station WAKR, 
Akron, Ohio, involving an area of 44 


2 1.e., that there be supplied “a financial 
statement showing all liabilities and con¬ 
taining current and liquid assets sufficient 
in amount to meet current liabilities (in¬ 
cluding amounts payable during the next 
year on long term liabilities) and, in addi¬ 
tion, to indicate financial ability to comply 
with the terms of the agreement.” 


square miles and a population of 10,219 
persons (0.74 percent). 

It further appearing, that, in view of 
the foregoing, the Commission is unable 
to make the statutory finding that a 
grant of the subject applications would 
serve the public interest, convenience, 
and necessity, and is of the opinion that 
the applications must be designated for 
hearing in a consolidated proceeding on 
the issues set forth below: 

It is ordered, That, pursuant to section 
309(e) of the Communications Act of 
1934, as amended, the applications are 
designated for hearing in a consolidated 
proceeding, at a time and place to be 
specified in a subsequent Order, upon 
the following issues: 

1. To determine the areas and popu¬ 
lations which would receive primary 
service from the respective proposals of 
Boardman Broadcasting and Daniel 
and the availability of other primary 
service to such areas and populations. 

2. To determine whether Boardman 
Broadcasting is financially qualified to 
construct and operate its proposed sta¬ 
tion. 

3. To determine whether the proposal 
of Daniel Enterprises, Inc., would cause 
objectionable interference to Station 
WAKR, Akron, Ohio, or any other exist¬ 
ing standard broadcast stations, and, if 
so, the nature and extent thereof, the 
areas and populations affected thereby, 
and the availability of other primary 
service to such areas and populations. 

4. To determine whether the proposal 
of the Boardman Broadcasting Com¬ 
pany, Inc., would serve primarily a par¬ 
ticular city, town, political subdivision 
or community as contemplated by § 3.30 
(a) of the Commission’s rules and, if not, 
whether circumstances exist which 
would warrant a waiver of said section. 

5. To determine, in the light of section 
307(b) of the Communications Act of 
1934, as amended, which of the proposals 
would better provide a fair, efficient and 
equitable distribution of radio service. 

6. To determine, in the light of the 
evidence adduced pursuant to the fore¬ 
going issues which, if either, of the ap¬ 
plications should be granted. 

It is further ordered, That, in the event 
of a grant of either of the above-cap¬ 
tioned applications, the construction 
permit shall contain the following con¬ 
dition: 

This authorization is subject to compli¬ 
ance by permittee with any applicable pro¬ 
cedures of the FAA. 


It is further ordered, That, in the event 
of a grant of either broadcast applica¬ 
tion, the construction permit shall also 
contain the following condition: 


A license will not be issued until Station 
WHOT, Campbell, Ohio, is licensed to opera*? 
on a frequency other than 1570 kilocyc 


It is further ordered. That the Sun J mi H 
Radio Corporation, licensee of 
broadcast Station WAKR, Akron, on , 
is made a party to the proceeding. 

It is further ordered, That, to ava 
themselves of the opportunity to 
heard, the applicants and party respo * 
ent herein, pursuant to § l.l 40 * 

Commission rules, in person or by 
torney, shall, within 20 days of the m 
incr f fhic fiip with the Coni 







Thursday, October 17, 1963 

sion in triplicate, a written appearance 
stating an intention to appear on the 
date fixed for the hearing and present 
evidence on the issues specified in this 

Order. 

It is further ordered, That the appli¬ 
cants herein shall, pursuant to section 
311(a)(2) of the Communications Act 
of 1934, as amended, and § 1.362(b) of 
the Commission’s rules, give notice of 
the hearing, either individually or, if 
feasible, jointly, within the time and in 
the manner prescribed in such rule, and 
shall advise the Commission of the pub¬ 
lication of such notice as required by 
§ 1.362(h) of the rules. 

Released: October 14, 1963. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[PR. Doc. 63-11010; Filed, Oct. 16, 1963; 
8:48 a.m.] 


[Docket Nos. 15108-15110; FCC 63M-1115] 

PiEDMONT BROADCASTING CO. 

ET AL. 

Order Continuing Hearing 

In re applications of William H. Kirby 
and John B. Burns, d/b as Piedmont 
Broadcasting Co., Travelers Rest, South 
Carolina, Docket No. 15108, File No. BP- 
14527; James C. Liles, tr/as Hentron 
Broadcasting Company, Hendersonville, 
North Carolina, Docket No. 15109, File 
No. BP-15026; The Mountainaire Corpo¬ 
ration, Hendersonville, North Carolina, 
Docket No. 15110, File No. BP-15274; for 
construction permits. 

The Hearing Examiner having under 
consideration a motion filed on October 
10,1963, by counsel for The Mountainaire 
Corporation on behalf of the three ap¬ 
plicants in the above-entitled proceed¬ 
ing, requesting that the hearing in such 
proceeding presently scheduled to com¬ 
mence on October 11, 1963, be continued 
for a period of 30 days in order to allow 
time for action by the Review Board 
upon a Joint Petition for Approval of 
Agreement and Dismissal of Application 
filed on October 8, 1963, by James C. 
Liles, tr/as Hentron Broadcasting Com¬ 
pany, and The Mountainaire Corpora¬ 
tion; and 

It appearing that upon favorable ac¬ 
tion on the petition for approval of 
agreement and dismissal of application, 
all of the issues upon which the applica¬ 
tions in the above-entitled proceeding 
were designated for hearing may become 
moot and a hearing may, therefore, not 
oe necessary to determine whether the 
applications of Piedmont Broadcasting 
Lo. and The Mountainaire Corporation 
c an be granted; and 

^ fu rther appearing that counsel for 
tne Broadcast Bureau and counsel for 
ames B. Childress, respondent herein, 
ave informally consented to a grant of 
'me relief requested; and 
t P r 5 urther appearing that public in- 
th St r ? quires early consideration of 
motion ; and good cause has been 
Lown for the grant thereof; 

M therefore ordered, This 10th day 

October 1963, that the request for 
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continuance of the hearing be and it is 
hereby granted and the hearing in the 
above-entitled proceeding presently 
scheduled for October 11, 1963, be and it 
is hereby continued to November 18,1963. 

Released: October 10, 1963. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 63-11012; Filed, Oct. 16, 1963; 

8:48 a.m.] 

[Docket No. 15193; FCC 63-924] 

LAKE VALLEY BROADCASTERS, INC. 

Order Designating Application for 
Hearing on Stated Issues 

In re application of Lake Valley Broad¬ 
casters, Inc., Crystal Lake, Illinois, 
Docket No. 15193, File No. BP-15509, 
Requests: 850 kc, 500 w, DA-D, Class 
II; for construction permit. 

At a session of the Federal Communi¬ 
cations Commission held at its offices 
in Washington, D.C., on the 9th day of 
October 1963; 

The Commission having under con¬ 
sideration the above-captioned and 
described application; 

It appearing, that, except as indicated 
by the issues specified below, the appli¬ 
cant is legally, technically, financially, 
and otherwise qualified to construct and 
operate as proposed; and 

It further appearing that according 
to the applicant’s data, the proposal 
would cause interference to the existing 
operations of Stations WFOX and 
KFUO, Milwaukee, Wisconsin and Clay¬ 
ton, Missouri, respectively; and 

It further appearing, that, although 
the applicant’s data indicates that the 
proposed operation would receive inter¬ 
ference from existing stations involving 
a total population loss of 8.75 percent, 
Commission study indicates that inter¬ 
ference received from KFUO, Clayton, 
Missouri would involve a greater area 
than is indicated by Applicant’s exhibits 
Figures 8C and Figure 3 and, as a result, 
a substantial question exists as to 
whether the proposal does, in fact, com¬ 
ply with the provisions of § 3.28(d) (3) 
of the Commission rules; and 

It further appearing, that, in view of 
the foregoing, the Commission is unable 
to make the statutory finding that a 
grant of the subject application would 
serve the public interest, convenience, 
and necessity, and is of the opinion that 
the application must be designated for 
hearing on the issues set forth below: 

It is ordered, That, pursuant to sec¬ 
tion 309(e) of the Communications Act 
of 1934, as amended, the application is 
designated for hearing, at a time and 
place to be specified in a subsequent 
Order, upon the following issues: 

1. To determine the areas and popu¬ 
lations which would receive primary 
service from Lake Valley Broadcasters, 
Inc., and the availability of other pri¬ 
mary service to such areas and popula¬ 
tions. 

2. To determine whether the proposal 
of Lake Valley Broadcasters, Inc., would 
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cause objectionable interference to Sta¬ 
tion WFOX and KFUO, Milwaukee, Wis¬ 
consin, and Clayton, Missouri, respec¬ 
tively, or any other existing standard 
broadcast stations, and if so, the nature 
and extent thereof, the areas and popu¬ 
lations affected thereby, and the avail¬ 
ability of other primary service to such 
areas and populations. 

3. To determine whether interference 
received from all sources would affect 
more than ten percent of the popula¬ 
tion within the normally protected pri¬ 
mary service area of the proposed opera¬ 
tion of Lake Valley Broadcasters, Inc., 
in contravention of § 3.28(d) (3) of the 
Commission’s rules, and, if so, whether 
circumstances exist which would war¬ 
rant a waiver of said Section. 

4. To determine, in the light of the 
evidence adduced pursuant to the fore¬ 
going issues, whether a grant of the 
application would serve the public inter¬ 
est, convenience and necessity. 

It is further ordered. That Wisconsin 
Broadcasters, Inc., and The Lutheran 
Church-Missouri Synod, licensees of 
Stations WFOX and KFUO, respectively, 
are made parties to the proceeding. 

It is further ordered, That, in the event 
of a grant of the application of Lake 
Valley Broadcasters, Inc., the construc¬ 
tion permit shall contain the following 
condition: 

Pending a final decision in Docket No. 
14419 with respect to pre-sunrise operation 
with daytime facilities, the present provi¬ 
sions of § 3.87 of the Commission’s rules are 
not extended to this authorization, and 
such operation is precluded. 

It is further ordered. That, to avail 
themselves of the opportunity to be 
heard, the applicant and parties respond¬ 
ent herein, pursuant to § 1.140 of the 
Commission rules, in person or by at¬ 
torney, shall, within 20 days of the mail¬ 
ing of this Order, file with the Com¬ 
mission in triplicate, a written appear¬ 
ance stating an intention to appear on 
the date fixed for the hearing and pre¬ 
sent evidence on the issues specified in 
this Order. 

It is further ordered, That the appli¬ 
cant herein shall, pursuant to section 
311(a)(2) of the Communications Act of 
1934, as amended, and § 1.362(b) of the 
Commission’s rules, give notice of the 
hearing, within the time and in the man¬ 
ner prescribed in such rule, and shall 
advise the Commission of the publica¬ 
tion of such notice as required by § 1.362 
(h) of the rules. 

Released: October 14, 1963. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[F.R. Doc. 63-11013; Filed, Oct. 16, 1963; 

8:48 a.m.] 


[Docket No. 14031 etc.; FCC 63-911] 

WEXC, INC., ET AL. 

Memorandum Opinion and Order 
Amending Issues 

In re applications of WEXC, Inc., De¬ 
pew, New York, Docket No. 14031, File 
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NOTICES 


No. BP-12793; Leon Lawrence Sidel, 
Hamburg, New York, Docket No. 14032, 
Pile No. BP-13688; De-Lan, Inc., 1 Depew, 
New York, Docket No. 14034, Pile No. 
BP-14084; Seaport Broadcasting Corpo¬ 
ration, Lancaster, New York, Docket No. 
14035, File No. BP-14085, for construc¬ 
tion permits. 

1. The Commission has under consid¬ 
eration (a) the Initial Decision herein; 2 
(b) the exceptions and associated briefs 
of the parties; and (c) all other matters 
of record in this proceeding. Each ap¬ 
plicant seeks a construction permit for 
a new Class III standard broadcast sta¬ 
tion to operate on 1300 kilocycles with 
a power of one kilowatt, utilizing a di¬ 
rectional antenna, daytime only. The 
application of WEXC proposes operation 
at Depew, New York; Sidell proposes op¬ 
eration at Hamburg, New York; and Sea¬ 
port seeks authorization for a station at 
Lancaster, New York. Each of these 
communities is in or near the Buffalo 
Urbanized Area. The applications are 
mutually exclusive. The Examiner ac¬ 
corded the Depew and Lancaster pro¬ 
posals a 307(b) 3 preference over the 
Hamburg proposal on the basis of greater 
efficiency due to greater population cov¬ 
erage. He then applied the standard 
comparative criteria as between the De- 
pew and Lancaster proposals and con¬ 
cluded that Seaport’s Lancaster appli¬ 
cation should be preferred. For reasons 
hereinafter stated, the Commission is 
remanding this proceeding to the Ex¬ 
aminer for further hearing. 

2. Sidell proposes to locate his trans¬ 
mitter about 4 y 2 miles southeast of 
Hamburg Village and about 16y 2 miles 
southwest, of the other two proposed sites. 
His proposal contemplates service to 
1,031,199 persons. Seaport will serve 
1,114,132 persons and WEXC, 1,160,260 
persons. The service areas of each pro¬ 
posal enjoy a minimum of 6 and a maxi¬ 
mum of 16 services. In his Initial De¬ 
cision, the Examiner concluded that “it 
is a fair inference that the population 
common to the service areas of all three 
proposals approaches 1,000,000 persons’* 
(Conclusion 15). This being so, it ap¬ 
pears that a determinative preference 
may not be possible based upon section 
307(b) considerations. Accordingly, we 
believe testimony must be taken upon the 
basis of which the comparative qualifi¬ 
cations of Sidell to serve the million per¬ 
sons commonly served by the three pro¬ 
posals may be determined along with 
those of WEXC and Seaport. See Kent- 
Ravenna Broadcasting Company, 22 Pike 
& Fischer, R.R. 605; Seven Locks Broad¬ 
casting Company, 22 Pike & Fischer, R.R. 
967; Rockland Broadcasting Company, 
23 Pike & Fischer, R.R. 789; Massillon 
Broadcasting Company, 23 Pike & 
Fischer, R.R. 918. 

3. To accommodate the foregoing, the 
Commission is revising the 307(b) and 
comparative issues presently specified in 
this proceeding. 


1 Held In default by Examiner for failure 
to prosecute its application. 

2 Initial Decision of Hearing Examiner Isa- 
dore A. Honig, released December 19, 1962 
(FCC 62D-105, Mimeo No. 29193). 

3 Section 307(b) of the Communications 
Act of 1934, as amended, 47 U.S.C. 307(b). 


Accordingly, it is ordered, This 9th day 
of October, 1963, that this proceeding is 
remanded to the Hearing Examiner for 
further hearing consistent herewith; and 
It is further ordered, That issues 2, 3 
and 5 of this proceeding are deleted, and 
that the issues set forth below are sub¬ 
stituted therefor: 

(a) To determine whether considera¬ 
tions with respect to section 307(b) of 
the Communications Act of 1934, as 
amended, are applicable to the instant 
proceeding, and, if so, whether a choice 
between the applicants can be reason¬ 
ably based thereon, and, if so, whether 
a grant to one or the other of the appli¬ 
cants would provide the more fair, effi¬ 
cient and equitable distribution of radio 
service. 

(b) To determine, in the event it is 
concluded that a choice between the in¬ 
stant applications cannot be made upon 
considerations relating to section 307(b), 
which of the operations proposed in the 
above-captioned applications would bet¬ 
ter serve the public interest in the light 
of the evidence adduced pursuant to the 
foregoing issues and the record made 
with respect to the significant differences 
between the applicants as to: 

(i) The background and experience of 
each having a bearing on the applicant’s 
ability to own and operate the proposed 
station; 

(ii) The proposals of each of the in¬ 
stant applicants with respect to the man¬ 
agement and operation of the proposed 
station; 

(iii) The programming service pro¬ 
posed in each of the instant applications. 

Released: October 11, 1963. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary . 

[F.R. Doc. 63-11015; Filed, Oct. 16, 1963; 

8:48 a.m.] 


[Docket No. 15192; FCC 63-922] 

WHITEVILLE BROADCASTING CO. 
(WENC) 

Order Designating Application for 
Hearing on Stated Issues 

In re application of Whiteville Broad¬ 
casting Company (WENC), Whiteville, 
North Carolina, has 1220 kc, 1 kw, Day, 
Class II, requests 1220 kc, 5 kw, Day, Class 
H, Docket No. 15192, File No. BP-13390; 
for construction permit. 

At a session of the Federal Communi¬ 
cations Commission held at its offices in 
Washington, D.C., on the 9th day of 
October 1963; 

The Commission having under con¬ 
sideration the above-captioned and de¬ 
scribed application; 

It appearing, that, except as indicated 
by the issues specified below, the appli¬ 
cant is legally, technically, financially, 
and otherwise qualified to construct and 
operate as proposed; and 

It further appearing that this proposal 
is in contravention of Paragraph 2(iii) 
of § 1.351 of the Commission rules with 
respect to Class I-A channels within 30 
kilocycles of the proposal, however, 


studies indicate that the proposed opera¬ 
tion would not materially prejudice fu¬ 
ture consideration of the Class I-A chan¬ 
nels, and accordingly, the Commission 
on its own motion will waive the provi¬ 
sions of the aforementioned rule; and 

It further appearing that this proposal 
would cause objectionable interference 
to the existing operation of Station 
WALD, Walterboro, South Carolina; and 

It further appearing, that, in view of 
the foregoing, the Commission is unable 
to make the statutory finding that a 
grant of the subject application would 
serve the public interest, convenience, 
and necessity, and is of the opinion that 
the application must be designated for 
hearing on the issues set forth below : 

It is ordered, That, pursuant to section 
309(e) of the Communications Act of 
1934, as amended, the application is 
designated for hearing, at a time and 
place to be specified in a subsequent 
Order, upon the following issues: 

1. To determine the areas and popula¬ 
tions which may be expected to gain or 
lose primary service from the proposed 
operation of Station WENC and the 
availability of other primary service to 
such areas and populations. 

2. To determine whether the proposed 
operation of Station WENC would cause 
objectionable interference to Station 
WALD, Walterboro, South Carolina, or 
any other existing standard broadcast 
stations, and, if so, the nature and ex¬ 
tent thereof, the areas and populations 
affected thereby, and the availability of 
other primary service to such areas and 
populations. 

3. To determine, in the light of the 
evidence adduced pursuant to the fore¬ 
going issues, whether a grant of the ap¬ 
plication would serve the public interest, 
convenience and necessity. 

It is further ordered, That the provi¬ 
sions of § 1.351 of the Commission rules 
are waived with respect to this proposal. 

It is further ordered. That Walterboro 
Radiocasting Company, licensee of Sta¬ 
tion WALD, is made a party to the pro¬ 
ceeding. 

It is further ordered, That, in the 
event of a grant of the application of 
Whiteville Broadcasting Company, the 
construction permit shall contain the 
following condition: 

Permittee shall submit with the applica¬ 
tion for license antenna resistance measure¬ 
ments made in accordance with § 3.54 oi 
the Commission rules. 

It is further ordered. That, to avail 
themselves of the opportunity to he 
heard, the applicant and party respond¬ 
ent herein, pursuant to § 1.140 of tne 
Commission rules, in person or by at¬ 
torney, shall, within 20 days of the mail¬ 
ing of this Order, file with the Commis¬ 
sion in triplicate, a written appearance 
stating an intention to appear on tn 
date fixed for the hearing and P re ^r} 
evidence on the issues specified in tn 
Order. 1U 

It is further ordered, That the aPP* ‘ 
cant herein shall, pursuant to seen 
311(a) (2) of the Communications Act oi 
1934, as amended, and § 1 . 362 (b) of t 
Commission’s rules, give notice oi 
hearing, within the time and ij 1 . 
manner prescribed in such rule, ana s 
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Thursday, October 17, 1963 

advise the Commission of the publica¬ 
tion of such notice as required by § 1.362 
(h) of the rules. 

Released: October 14, 1963. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

[PR. Doc. 63-11016; Piled, Oct. 16, 1963; 
8:48 a.m.] 


FEDERAL MARITIME COMMISSION 


AMERICAN PRESIDENT LINES, LTD., 
AND AMERICAN MAIL LINE, LTD. 


Notice of Filing of Agreement 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Commission for approval pur¬ 
suant to section 15 of the Shipping Act, 
1916 (39 Stat. 733; 75 Stat. 763; 46 U.S.C. 
814): 

Agreement No. 9249, between Ameri¬ 
can President Lines, Ltd., and American 
Mail Line, Ltd., provides for the appoint¬ 
ment by American Mail Line of Ameri¬ 
can President Lines as its general pas¬ 
senger agent, which appointment Ameri¬ 
can President Lines accepts, with respect 
to all vessels owned or operated by Amer¬ 
ican Mail Line. The agreement also 
provides the rate of compensation to be 
paid by American Mail Line to Ameri¬ 
can President Lines for the performance 
of the services described in the agree¬ 
ment in the territory comprising the 
States of Arkansas, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Louisiana, 
Minnesota, Missouri, Nebraska, North 
Dakota, Oklahoma, South Dakota, Ten¬ 
nessee, Texas (except El Paso), Wiscon¬ 
sin and Wyoming. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Bureau of Foreign Regulations, Fed¬ 
eral Maritime Commission, Washington 
25, D.C., or may inspect a copy at the 
offices of the District Managers of the 
Commission in New York, N.Y., New 
Orleans. La., and San Francisco, Calif., 
and may submit to the Secretary, Fed¬ 
eral Mar time Commission, Washington 
25, D.C., within 20 days after publication 
of this notice in the Federal Register, 
written statements with reference to the 
agreement and their position as to ap¬ 
proval, disapproval, or modification, to¬ 
gether with a request for hearing, should 
such hearing be desired. 


Dated: October 11, 1963. 

By order of the Federal Maritime 

commission. 

Thomas Lisi, 
Secretary. 

Doc. 63-11002; Filed, Oct. 16, 1963; 
8:47 a.m.] 


[Docket No. 1151] 

b °0TH STEAMSHIP CO., LTD., ET AL. 

Notice of Filing of Agreement 

m<^ Te u n ? en * i 9216, covering an arrange- 
between Booth Steamship Com¬ 


pany, Ltd., and Lamport & Holt Line, 
Ltd., parties to the Booth Lamport West 
Indies Service joint service, and Delta 
Steamship Company, Inc., whereby Delta 
will act as agent for Booth Lamport joint 
service at U.S. Gulf ports, has been filed 
for approval pursuant to section 15, 
Shipping Act, 1916. 

Notice of the filing of Agreement 9216 
was published in the Federal Register 
on July 13, 1963. In response to such 
publication, Alcoa Steamship Company, 
Inc., a common carrier operating be¬ 
tween U.S. Gulf ports and Barbados, 
Trinidad, Jamaica and British Guiana, 
protested the approval of Agreement 
9216 on the grounds inter alia that it is 
unjustly discriminatory as between car¬ 
riers, detrimental to the foreign com¬ 
merce of the United States and contrary 
to the public interest, and requested in¬ 
vestigation by the Commission. 

It appears that Agreement 9216 may be 
unjustly discriminatory or unfair, or may 
operate to the detriment of the com¬ 
merce of the United States, or be con¬ 
trary to the public interest; and further 
that it may not set forth the full agree¬ 
ment between the parties, or may other¬ 
wise be in violation of the Act. 

Now therefore, it is ordered, That pur¬ 
suant to sections 15 and 22 of the 
Shipping Act, 1916, the Commission, 
upon its own motion enter upon an in¬ 
vestigation to determine (1) whether the 
parties have violated section 15 in that 
Agreement 9216 does not fully set forth 
their agreement; (2) whether Agree¬ 
ment 9216, if approved, would be un¬ 
justly discriminatory or unfair as be¬ 
tween carriers, shippers, exporters, 
importers, or ports, or between exporters 
from the United States and their foreign 
competitors, or operate to the detriment 
of the commerce of the United States, or 
be contrary to the public interest, or 
otherwise violate the Shipping Act, 1916, 
and (3) whether Agreement 9216 should 
be approved, disapproved, or modified in 
any respect, pursuant to section 15: 

And it is further ordered, That Booth 
Steamship Company, Ltd., Lamport and 
Holt Line, Ltd., and Delta Steamship 
Lines, Inc. be made respondents in this 
proceeding: 

And it is further ordered, That 
this matter be assigned for hearing be¬ 
fore an Examiner of the Commission’s 
Office of Hearing Examiners at a date 
and place to be hereafter determined 
and announced by the Chief Examiner: 

And it is further ordered, That action 
with respect to Agreement 9216 be held 
in abeyance pending the Commission’s 
decision and order in this proceeding: 

And it is further ordered, That notice 
of this order and notice of hearing be 
published in the Federal Register, and 
that copies thereof be served upon re¬ 
spondents. 

By the Commission, October 8, 1963. 

[seal] Thomas Lisi, 

Secretary. 

[F.R. Doc. 63-11003; Filed, Oct. 16, 1963; 

* 8:47 a.m.] 


CITY OF PORT HURON, MICHIGAN, 

AND PORT HURON TERMINAL CO. 

Notice of Agreements Filed for 
Approval 

Notice is hereby given that the follow¬ 
ing described agreements have been filed 
with the Commission for approval pur¬ 
suant to section 15 of the Shipping Act, 
1916 (39 r Stat. 733, 75 Stat. 763; 46 U.S.C. 
814): 

Agreements No. 8795-1, 8795-2, and 
8795-3, between the City of Port Huron, 
Michigan, and the Port Huron Terminal 
Company, modify the basic agreement of 
the parties which provides for a lease of 
certain terminal property and facilities in 
the City of Port Huron, Michigan. The 
purpose of the modifications is to (1) 
provide for the construction of a ware¬ 
house and ajsteel conventional building 
on the premises, (2) extend the original 
term of the lease 10 years, and (3) re¬ 
quire 120 days notice for termination of 
certain operations. 

Interested parties may inspect the 
agreements and obtain copies thereof at 
the Bureau of Domestic Regulation, Fed¬ 
eral Maritime Commission, Washington, 
D.C., 20573, or may inspect a copy at the 
offices of the District Managers of the 
Commission in New York, N.Y., New 
Orleans, La., and San Francisco, Calif., 
and may submit to the Secretary, Fed¬ 
eral Maritime Commission, Washington, 
D.C., 20573, within 20 days after publi¬ 
cation of this notice in the Federal Reg¬ 
ister, written statements with reference 
to the agreements and their position as 
to approval, disapproval, or modification, 
together with a request for hearing, 
should a hearing be desired. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 
Secretary. 

October 11, 1963. 

[F.R. Doc. 63-11004; Filed, Oct. 16, 1963; 
8:47 a.m.] 


FEDERAL POWER COMMISSION 

[Docket Nos. RI64-158—RI64-172] 

STANDARD OIL CO. OF TEXAS ET AL. 

Order Providing for Hearings on and 
Suspension of Proposed Changes 
in Rates 1 

October 9,1963. 

Standard Oil Company of Texas, a 
division of California Oil Company, 
Docket No. RI64-158; H. M. Gillespie, 
Docket No. RI64-159; Panhandle Devel¬ 
opment Company, Inc. (Operator), et al., 
Docket No. RI64-160; Ashland Oil & Re¬ 
fining Company, Docket No. RI64-161; 
McAlester Fuel Company, Docket No. 
RI64-162; W. C. McBride, Inc., Docket 
No. RI64-163; Forest Oil Corporation 
(Operator), et al.. Docket No. RI64-164; 
Continental Oil Company, Docket No. 
RI64-165; Continental Oil Company 


1 This order does not provide for the con¬ 
solidation for hearing or disposition of the 
several matters covered herein, nor should it 
he so construed. 
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(Operator), et al., Docket No. RI64-166; 
Midhurst Oil Corporation, Docket No. 
RI64-167; John Frank (Operator), et 
al., Docket No. RI64-168; Hiawatha Oil 
and Gas Company, Docket No. RI64-169; 
Monsanto Chemical Company, Docket 


No. RI64-170; Monsanto Chemical Com¬ 
pany (Operator), et al.. Docket No. 
RI64-171; Sunray DX Oil Company, 
Docket No. RI64-172. 

The above-named Respondents have 
tendered for filing proposed changes in 


presently effectiye rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes, which constitute 
increased rates and charges, are desig¬ 
nated as follows: 























Cents per Mcf 

Rate in 



Rate 

Sup¬ 

ple- 


Amount 

Date 

Effective 

Date 



effect 
subject to 

Docket 

Respondent 

sched. 

Purchaser and producing area 

of 

filing 

date 

sus¬ 

Rate in 

Proposed in¬ 

No. 

No. 

ment 

annual 

ten¬ 

unless 

pended 

refund in 




No. 


increase 

dered 

sus¬ 

until— 

effect 

creased rate 

docket 








pended 




Nos. 

RI64-158... 

Standard Oil Co. of 

38 

1 

Transwestcm Pipeline Co. (Che- 

$1,390 

9- 9-63 

UO-10-63 

3-10-64 

16.0 

88 17.0 


Texas, a division of, 
California Oil Co., 



not (Wolfcamp) Field, Pecos 
County, Tex.), (R.R. District 










P.O. Box 1249, 
Houston, Tex. 

H. M. Gillespie, 722 
Union Center Bldg., 



No. 8 ), (Permian Basin Area). 








R164-159... 

9 

1 

Cities Service Gas Co. (Hugoton 
Field, Kearny County, Kans.). 

3,498 

9-12-63 

i10-13-63 

3-13-64 

4 7.5037 

4 8 4 14.5 








W ichita, Kans. 








4 15.0 

88 4 16.0 


RI64-160... 

Panhandle Develop- 
nent Co., Inc. (op¬ 
erator), et al., 801 
Union Center, 
Wichita, Kan., 67202. 
_do. 

2 

6 

Northern Natural Gas Co. (Har¬ 
per Ranch Field, Clark County, 
Kans.). 

1,400 

9-16-63 

U0-17-63 

3-17-64 














8 

2 

Kansas-Nebraska Natural Gas 

160 

9-16-63 

116-17-63 

3-17-64 

4 7 16.8 

8 8 4 7 17.2 






Co., Inc. (East Camrick Field, 
Beaver County, Okla.) (Pan¬ 
handle Area). 






88 * 12.0 


RI64-161... 

Ashland Oil Re¬ 
fining Co., P.O. 

135 

1 

Panhandle Eastern Pipe Line Co. 
(depths above base of Chase 
Series, Hogoton Field, Stevens, 

20,000 

9-13-63 

111-15-63 

4-15-64 

• 11.0 





Box 1503, Houston 











1, Tex. 



Grant, and Seward Counties, 
Kans.). 

Texas Eastern Transmission Co. 








RI64-162... 

McAlester Fuel Co., 

3 

8 

150 

9-16-63 

ill- 1-63 

4- 1-64 

4 *14.675 

1 8 4 • 1014.875 

R163-103 

P.O. Box 210, 



(Fort Lynn Field, Miller 









Magnolia, Ark. 



County, Ark.) 




4- 1-64 

ii 14.6 

8 8 15.6 


RI64-163... 

W. C. McBride, Inc., 

8 

9 

Texas Eastern Transmission Co. 

4,673 

9-12-63 

ill- 1-63 




25 North Brent¬ 



(Carthage Field, Panola 









wood Blvd., St 



County, Tex.) (R.R. District 









Louis 5, Mo. 



No. 6 ). 






8 8 15.6 

R163-136 

RI64-164... 

Forest Oil Corp. (op¬ 

11 

6 

Texas Eastern Transmission Corp. 

1,988 

9-13-63 

ill- 1-63 

4- 1-64 

15.4 

erator), et al., Na¬ 



(Sal Del Rey and La Jara Fields, 









tional Bank of 



Hidalgo and Willacy Counties, 









Commerce Bldg., 



Tex.) (R.R. District No. 4). 









San Antonio 5, Tex. 
_do.. 

2 

15 

United Fuel Gas Co. (Bourg and 

83,642 

9-16-63 

ill- 1-63 

4- 1-64 

88 20 .7 

8 nil 21.1 

RI63-136 

RI64-165... 

Continental Oil Co., 

1 AO 

Q 

North Bourg Fields, LaFourche 
and Terrebonne Parishes, La.). 

Tavc o V ocf om TrQncmiQQinn 

9-16-63 

i11- 1-63 

4- 1-64 

»14.6 

8 8 15.6 



800 

XOV 

O 

X CXuS HiaMtlll X 1 d Ilo 111 ioolUll 

Corp. (Cherokee Lake Field, 


P.O. Box 2197, 











Houston 1, Tex., 



Rusk and Gregg Counties, Tex.) 









77001. 



(R.R. District No. 6 ). 





15.0 

848 15.6 

R161-249 

RI64-166.. 

_do_ 

170 

4 

Texas Eastern Transmission 

72 

9-16-63 

Ul- 1-63 

4- 1-64 




Corp. (Cherokee Lake Area, 
Rusk County, Tex.) (R.R. 
District No. 6 ). 

Texas Eastern Transmission 









RI64-167... 

Midhurst Oil Corp., 

12 

2 

516 

9-16-63 

i11- 1-63 

4- 1-64 

15.2 

•15.6 

R162-414 

1030 Bank of the 
Southwest Bldg., 



Corp. (Mud Flats Field, Aran¬ 
sas County, Tex.) (R.R. Dis¬ 










Houston, Tex., 

Attn: Mr. L. R. 
Metcalf. 

. (Jo 

18 

1 

trict No. 4). 

United Gas Pipe Line Co. (Peden 

650 

9-16-63 

i10-17-63 

3-17-64 

88 15.0 

4 16.0 


RI64-168... 

John Frank (opera¬ 



Field, Harris County, Tex.) 
(R.R. District No. 3). 

Texas Eastern Transmission 

2,819 



A 1 AX 

11 1A XI Al 

1 n n 16 .8263 


7 

3 

9-16-63 

1 11- 1-63 

4— X-04 

M XO. 4JL0X 



tor), et al., 1007 



Corp. (North Liberty Hill 









Petroleum Tower, 



Field, Bienville Parish, La.). 








RI64-169... 

Shreveport, La. 
Hiawatha Oil and 

6 

10 

Texas Eastern Transmission 

87 

9-12-63 

»11- 1-63 

4- 1-64 

88 16.7462 

2 u »« 16.9513 

R163-96 

Gas Co., Benedum- 



Corp. (Greenwood Waskon 









Trees Bldg., Pitts¬ 



Field, Caddo Parish, La.). 








RI64-170— 

burgh 22, Pa. 
Monsanto Chemical 

1 

15 

Texas Eastern Transmission 

718 

9-12-63 

ill- 1-63 

4- 1-64 

1 1 2 * 4 * * 7 16.6212 

a n 17 16 .8263 

R163-156 

Co., 1401 South 



Corp. (Bryceland Field, Bien¬ 









Coast Bldg., 



ville Parish, La.). 








RI64-171—_ 

Houston 2, Tex. 

_do_ 

20 

10 

Texas Eastern Transmission 

513 

9-12-63 

*11- 1-63 

4- 1-64 

u 16.6212 

* ia it 16.8263 

R163-157 



Corp. (Logansport Field, 

DeSoto Parish, La.) 

Texas Eastern Transmission 








RI64-172... 

Sunray DX Oil Co M 

122 

14 

75 

9-13-63 

HI- 1-63 

4- 1-64 

1 7 16.6212 

a 12 17 16 .8263 

R163-91 

P.O. Box 2039, 



Corp. (Greenwood Waskom 









Tulsa 2, Okla. 

... do. 

126 

11 

Field, Caddo Parish, La.) 

Texas Eastern Transmission 

220 

9-13-63 

Ul- 1-63 

4- 1-64 

V 16.6212 

a ia 17 16 .8263 

R163-91 



Corp. (Bethany Longstreet 









.do. 

127 

12 

Field, Desota Parish, La.) 

.do.. 

121 

9-13-63 

Ul- 1-63 

4- 1-64 

1 7 16.6212 

a n 17 16 .8263 

R163-91 
RI63-91 


.do... 

132 

11 

United Fuel Gas Co. (Cole’s 

460 

9-13-63 

*11- 1-63 

4- 1-64 

1 7 20 .7 

a ia 17 21 .1 





Gully Field, Acadia Parish, La.) 



11- U-63 

4- 1-64 

h 20 .7 

a ia 17 21.1 

RI63-91 


.do.. 

178 

6 

United Fuel Gas Co. (Valentine 

1,100 

9-13-63 





Field, LaFourche Parish, La.) 








1 The stated effective date is the effective date requested by Respondent. 

2 Periodic rate increase. 

8 Pressure base is 14.65 psia. 

4 Subject to downward Btu adjustment. 

* Redetermined rate increase. 

• Two-step periodic rate increase. 

i Subject to 1.75 cents per Mcf deduction for compression of gas from the Helfenbein, 
Vogt and Hamilton wells. 

* Subject to 0.5 cent per Mcf deduction if buyer desulfurizes gas. 

• Includes 0.175 cent per Mcf tax reimbursement (Ark. severance tax and conserva¬ 
tion assessment). 


» No established ceiling for increased rates in Arkansas. igM 

Settlement rate approved by the Commission’s order issued Aug. 

Docket Nos. G-14823, <5-16623 and G-19603. 

» Pressure base is 15.025 psia. 

88 Includes 1.5 cents per Mcf tax reimbursement. _ , 0 < 962. 

14 Settlement rate established by the Commission’s order issued reo. , 
Docket Nos. G-15170, et al. 

Three-Step periodic rate increase. 

84 Initial rate. 


ti Includes 1.75 cents per Mcf tax reimbursement. 

• Includes 1.875 cents per Mcf tax reimbursement. 


in 


to 
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With the exception of the proposed 
periodic rate increase filed by McAlester 
Fuel Company for the sale of natural 
gas to Texas Eastern Transmission Com¬ 
pany from the Fort Lynn Field, Miller 
County, Arkansas, 2 the proposed in¬ 
creased rates and charges listed herein 
exceed the applicable area price levels 
for increased rates as set forth in the 
Commission’s Statement of General 
Policy No. 61-1, as amended (18 CFR 
Ch. I, Part 2, § 2.56) 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds: It is neces¬ 
sary and proper in the public interest 
and to aid in the enforcement of the 
provisions of the Natural Gas Act that 
the Commission enter upon hearings 
concerning the lawfulness of the pro¬ 
posed changes, and that the above-desig¬ 
nated supplements be suspended and the 
use thereof deferred as hereinafter 
ordered. 

The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 
4 and 15 thereof, the Commission’s rules 
of practice and procedure, and the reg¬ 
ulations under the Natural Gas Act (18 
CFR, Chapter I), public hearings shall 
be held upon dates to be fixed by notices 
from the Secretary concerning the law¬ 
fulness of the proposed increased rates 
and charges contained in the above- 
designated supplements. 

(B) Pending hearings and decisions 
thereon, the above-designated rate sup¬ 
plements are hereby suspended and the 
use thereof deferred until the date indi¬ 
cated in the above “Date Suspended 
Until” column, and thereafter until such 
further time as they are made effective 
in the manner prescribed by the Nat¬ 
ural Gas Act. 

(C) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby, shall be changed 
until these proceedings have been dis¬ 
posed of or until the periods of suspen¬ 
sion have expired, unless otherwise or¬ 
dered by the Commission. 

(D) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington 
25, D.C., in accordance with the rules of 
practice and procedure (18 CFR 1.8 and 
1-37(f)) on or before November 25, 
1963. 

By the Commission. Commissioners 
O’Connor and Woodward not participat¬ 
ing in the suspension of the filings in 
Docket No. RI64-163, W. C. McBride, 
J?c. and Docket No. RI64-165, Con¬ 
tinental Oil Company. 

[seal] Gordon M. Grant, 

Acting Secretary. 

I pR - Doc. 63-10905; Filed, Oct. 16, 1963; 

8:45 ajn.] 

c J* ere is n o established ceiling for in- 

sed rates for gas sold in Arkansas. 


[Docket No. G-4992 etc.] 

HUMBLE OIL & REFINING CO. ET AL. 

Notice of Applications for Certificates, 
Abandonment of Service, and Peti¬ 
tions To Amend Certificates 

October 9,1963. 

Humble Oil & Refining Company, 
Docket No. G-4992; Shell Oil Company, 
Docket No. G-5077; Alco Oil and Gas 
Corporation (Operator and Agent for 
G. W. Breuer, et al.). Docket No. G- 
9103; Alco Oil and Gas Corporation (Op¬ 
erator and Agent for G. W. Breuer, et 
al.), Docket No. G-9985; Shell Oil Com¬ 
pany (Operator and Agent), et al., Docket 
No. G-13308; W. L. McKnight, d.b.a. Ar¬ 
rowhead Exploration Company (Opera¬ 
tor) , et al. (successor to Ridgmorr Oil 
Company (Operator), et al., Docket No. 
CI62-212; Humble Oil & Refining Com¬ 
pany (Operator), et al., Docket No. CI62- 
619; Consolidated Oil & Gas, Inc., Docket 
No. CI62-1058; Ryan Consolidated Petro¬ 
leum Corporation (successor to Mc¬ 
Alester Fuel Company), Docket No. 
CI62-1113; Cooperative Refinery Associ¬ 
ation, Docket No. CI62-1525; Coopera¬ 
tive Refinery Association, Docket No. 
CI62-1526; Cooperative Refinery Asso¬ 
ciation, Docket No. CI62-1527; Ryan 
Consolidated Petroleum Corporation 
(successor to McAlester Fuel Company), 
Docket No. CI63-206; Ryan Consolidated 
Petroleum Corporation (successor to Mc¬ 
Alester Fuel Company), Docket No. 
CI63-231; King-Stevenson Gas and Oil 
Company, et al., Docket No. CI63-293; 
Petroleum Exploration, Inc. of Texas, 


et al. (successor to Miami Petroleum 
Company, Inc.), Docket No. CI63-366; 
Petroleum Exploration, Inc. of Texas, 
et al., Docket No. CI63-412; Mayflo Oil 
Company, Docket No. CI63-872; Thomas 
E. Berry (Operator), et al., Docket No. 
CI63-1059; Harper Oil Company (Oper¬ 
ator), et al., Docket No. CI63-1074; 
Braden Drilling, Inc., Docket No. CI63- 
1096; Dorchester Gas Producing Com¬ 
pany, Docket No. CI63-1146; Frank 
Parkes, Docket No. CI63-1290; Paul H. 
Umbach (successor to Wayne Moore, et 
ux.). Docket No. CI63-1325; Gulf Oil 
Corporation, Docket No. CI63-1327; Hel- 
merich & Payne, Inc. (Operator), et al., 
Docket No. CI63-1333; John L. Morri¬ 
son, et al., Docket No. CI63-1366; Serv¬ 
ice Drilling Company (Operator), et al., 
Docket No. CI63-1382; Parker Petroleum 
Company, Inc. (Operator), et al.. Docket 
No. CI63-1387; Columbian Fuel Corpo¬ 
ration, Docket No. CI63-1454; La Gloria 
Oil and Gas Company, Docket No. CI63- 
1468; Kingwood Oil Company, Docket 
No. CI63-1492; E. L. Fundingsland (Op¬ 
erator), et al., Docket No. CI63-1536; 
Colorado Oil and Gas Corporation, 
Docket No. CI63-1565. 

Take notice that each of the above 
Applicants has filed an application or 
petition pursuant to section 7 of the Nat¬ 
ural Gas Act for authorization to sell 
natural gas in interstate commerce or 
to abandon service heretofore authorized 
as described herein, all as more fully 
described in the respective applications 
and amendments which are on file with 
the Commission and open to public in¬ 
spection. 


Docket No. 
and filing date 


G-4992_ 

C-5/3/63 


G-5077.. 

D-3/26/63 


G-9103... 

4/24/63 


G-9985. 

G-13308_ 

D-8/30/62 


C162-212_ 

5/6/63 


C162-619. ... 
A-12/8/61 


C162-1058... 
C-2/18/63 * 


Field and location 


Humble Oil & Refining Co., 
Katie Pool, Garvin 
County, Okla. 

Shell Oil Co., Springdale 
Field, Logan County, 
Colo. 

Alco Oil and Gas Corp. 
(Operator and Agent for 
G. W. Breuer, et al.) 
(Amend certificate to 
make Applicant operator 
and agent) Zim Field, 
Starr County, Tex. 

(See Docket No. G-9103). 

Shell Oil Co. (Operator), 
et al., Laverne Field, 
Harper County, Okla. 

W. L. McKnight, d.b.a. 
Arrowhead Exploration 
Co. (Operator), et al. 
(successor to Ridgmorr 
Oil Co., et al.) (Amend 
to make Applicant oper¬ 
ator), P. A. Harbaugh 
Lease, Ochiltree County, 
Tex. 

Humble Oil & Refining 
Co. (Operator), et al., 
Mocanc-Light Field, Bea¬ 
ver County, Okla. 

Consolidated Oil & Gas, 
Inc., Tapacito, Blanco, 
Mesa-Verde, and Basin 
Dakota Fields, Rio Arriba 
County, N. Mex. 


Purchaser 

Initial price per 
Mcf and psia 

Related rate 
schedule 


pressure base 

Number 

Supple¬ 

ment 

Lone Star Gas Co. 

12.35 cents i at 

14.65 psia. 

171 

10 


Kansas-Nebraska Nat¬ 
ural Gas Co., Inc. 

12.7 cents at 14.65 
psia. 

89 

9,10 

Tennessee Gas Trans¬ 
mission Co. 

14.6 cents at 14.65 
psia. 

2 

1-7 

Michigan Wisconsin 
Pipe Line Co. 

17.0 cents at 14.65 
psia. 

181 

8 

Northern Natural Gas 
Co. 

17.0 cents at 14.65 
psia. 

7 

1,2 

Western Gas Service 

9.8262 cents at 

297 


Co. 

14.65 psia. 


El Paso Natural Gas 
Co. 

13.0 cents at 15.025 
psia. 

13 

10 


Filing code: A—Initial service certificate application. 

B—Application to amend pending certificate application. 
C—Application to amend certificate by adding acreage. 
D—Application to amend certificate by deleting acreage. 

See footnotes at end of table. 
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See footnotes at end of table. 
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Thursday , October 17, 1963 

[Docket No. RI64-13—RI64-15] 

SKELLY OIL CO. ET AL. 

Order Amending Order Issued July 
15, 1963, Providing for Hearings on 
and Suspension of Proposed 
Changes in Rates; and Allowing 
Rate Changes To Become Effective 
Subject to Refund 

October 10, 1963. 

Skelly Oil Company (Operator), et al., 
Docket No. RI64-13; Skelly Oil Company, 
Docket No. RI64-14; Sun Oil Company, 
Docket No. RI64-15. 

On July 15, 1963, the Commission is¬ 
sued its order providing for hearings on 
and suspension of proposed changes in 
rates and allowing rate changes to be¬ 
come effective subject to refund in the 
above-designated proceedings. By its 
order, the Commission suspended for one 
day the producers’ rate filings listed 
below: 


Docket No. 

Producer 

Hate 

schedule 

number 

Supple¬ 

ment 

number 

RI 64-13_ 

Skelly Oil Co. 




(Operator), et al_. 

157 

141 

3 

13 

RI64-14_ 

Skelly Oil Co_ 

46 

13 



107 

13 



129 

3 

RI64-15_ 

Sun Oil Co_ 

61 

10 



58 

16 


The suspension order indicated that 
all of the proposed rate increases in¬ 
volved therein reflected reimbursement 
for the full 2.55 percent New Mexico Oil 
and Gas Emergency School Tax * * * 
and were suspended because of El Paso 
Natural Gas Company’s (El Paso) pro¬ 
test and because they exceeded the ap¬ 
plicable area price levels for increased 
rates as set forth in the Commission’s 
Statement of General Policy No. 61-1, as 
amended (18 CFR Ch. I, Part 2, 2.56). 
Said order also provided that the hear¬ 
ings should concern themselves with the 
contractual basis for the proposed rates 
as well as the lawfulness of the producers’ 
proposed rate changes. 

By letter dated August 5, 1963, El Paso 
requests that the Commission’s order is¬ 
sued July 15, 1963, in the proceedings en¬ 
titled Skelly Oil Company (Operator), 
et al., Skelly Oil Company, and Sun Oil 
Company, Docket Nos. RI64-13, RI64-14 
and RI64-15, respectively, be modified 
to reflect that El Paso has not opposed the 
Proposed rate increases suspended 
therein. Since the rate filings of the 
three aforementioned producers reflect 
Partial reimbursement for the 0.55 per¬ 
cent tax increase only from (2.0 to 2.55 
Percent) in the New Mexico Emergency 
Cil and Gas Emergency School Tax and 
E1 Paso is protesting only those tax re- 
nnbursement filings in excess of 0.55 per¬ 
cent, there is no necessity in the hear¬ 
ings provided for in said order to enter¬ 
tain the question of the contractual basis 
or such filings. Accordingly, with re¬ 
ject to these three producers’ rate fil- 
the hearings should concern them- 
eves only with the lawfulness of the 
Producers’ proposed rate changes. We 
hall therefore amend the suspension 
No. 203- 8 


order issued July 15, 1963, in these pro¬ 
ceedings to so provide. 

The Commission finds: Good cause ex¬ 
ists for amending the order issued July 
15, 1963, to the extent hereinafter pro¬ 
vided. 

The Commission orders: 

(A) The hearings in Docket Nos. RI 
64-13, RI64-14 and RI64-15 shall con¬ 
cern themselves only with the lawfulness 
of the increased rates involved therein. 

(B) In all other respects, the order 
issued by the Commission on July 15, 
1963, shall remain unchanged and in 
full force and effect. 

By the Commission. 

[seal] Gordon M. Grant, 

Acting Secretary. 

[P.R. Doc. 63-10971; Filed, Oct. 16, 1963; 

8:45 a.m.] 

SUBVERSIVE ACTIVITIES 
CONTROL BOARD 

[Docket No. 106-53] 

CIVIL RIGHTS CONGRESS 

Notice of Fact That Order Has Become 

Final Requiring Registration as a 

Communist-Front Organization 

Robert F. Kennedy, Attorney General 
of the United States, Petitioner, v. Civil 
Rights Congress, Respondent. 

Pursuant to section 13(g) of the Sub¬ 
versive Activities Control Act of 1950 
(Title I of the Internal Security Act of 
1950, 64 Stat. 987, et seq.), the Sub¬ 
versive Activities Control Board on July 
26, 1957, duly issued and served a re¬ 
port and order requiring the Civil Rights 
Congress to register as a Communist- 
front organization under section 7 of 
said Act. Publication of the order ap¬ 
peared in the Federal Register for Au¬ 
gust 1, 1957. 

In disposing of the appeal timely 
brought by William L. Patterson, liq¬ 
uidator of Civil Rights Congress, pur¬ 
suant to section 14(a) of said Act, the 
United States Court of Appeals for the 
District of Columbia Circuit on May 23, 
1963, found that the petitioner at bar 
failed to prove to any satisfactory de¬ 
gree that the organization was dissolved, 
and allowed said petitioner a time cer¬ 
tain in which to file a memorandum or 
brief on the merits of the petition for 
review. No memorandum or brief hav¬ 
ing been filed, the court on motion of 
its respondent dismissed the petition 
for review by order dated July 3, 1963. 

The time allowed in section 14 (a) and 
(b) (2) for filing a petition for certiorari 
having expired and no such petition hav¬ 
ing been duly filed, notice is hereby 
given pursuant to section 13 (k) of the 
fact that said order of the Subversive 
Activities Control Board has become final 
under the provisions of section 14(b) (2) 
of said Act. 

Washington, D.C., October 11, 1963. 

By the Board. 

[seal] Francis A. Cherry, 

Chairman. 

[F.R. Doc. 63-10979; Filed, Oct. 16, 1963; 

8:45 a.m.] 


INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICATIONS 
FOR RELIEF 

October, 14,1963. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance with 
Rule 1.40 of the general rules of prac¬ 
tice (49 CFR 1.40) and filed within 15 
days from the date of publication of this 
notice in the Federal Register. 

Lqng-and-Short Haul 

FSA No. 38595: Substituted service — 
IC, NJI&I and Wab. for Lee American 
Freight System, Inc. Filed by Central 
and Southern Motor Freight Tariff As¬ 
sociation, Incorporated, agent (No. 81), 
for interested carriers. Rates on prop¬ 
erty loaded in highway trailers and trans¬ 
ported on railroad flat cars, between 
Memphis, Tenn., and South Bend, Ind., 
on traffic originating at or destined to 
such points or points beyond as described 
in the application. 

Grounds for relief: Motor-truck com¬ 
petition. 

Tariff: Supplement 13 to Central and 
Southern Motor Freight Tariff Associa¬ 
tion, Incorporated, agent, tariff MF- 
I.C.C. 272. 

FSA No. 38596: Tin or terne plate to 
points in southern territory. Filed by 
Illinois Freight Association, agent (No. 
216), for interested rail carriers. Rates 
on tin or terne plate, as described in the 
application, in carloads, from points in 
Chicago, Ill., district, to New Orleans, 
La., Pascagoula, Miss., Dade City, also 
specified points in Florida. 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 28 to Illinois 
Freight Association, agent, tariff I.C.C. 
989. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 63-10986; Filed, Oct. 16, 1963; 

8:46 a.m.] 


[Notice No. 881] 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

October 14,1963. 

Synopses of orders entered pursuant 
to section 212(b) of the Interstate Com¬ 
merce Act, and rules and regulations pre¬ 
scribed thereunder (49 CFR Part 179), 
appear below: 

As provided in the Commission’s gen¬ 
eral rules of practice any interested per¬ 
son may file a petition seeking recon¬ 
sideration of the following numbered 
proceedings within 30 days from the date 
of service of the order. Pursuant to sec¬ 
tion 17(8) of the Interstate Commerce 
Act, the filing of such a petition will post¬ 
pone the effective date of the order in 
that proceeding pending its disposition. 
The matters relied upon by petitioners 
must be specified in their petitions with 
particularity. 
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NOTICES 


No. MC-FC 65869. By order of Octo¬ 
ber 9, 1963, Division 3, Acting as an 
Appellate Division, approved the trans¬ 
fer to Gray Moving & Storage, Inc., Den¬ 
ver, Colo., of a portion of Certificate No. 
MC 33624, issued June 13, 1941, to Buehl- 
er Transfer Company, a corporation, 
Denver, Colo., authorizing the trans¬ 
portation of household goods, over ir¬ 
regular routes, between Denver, Colo., 
and points within ten miles thereof, on 
the one hand, and on the other, points 
in New Mexico and Utah. 

Marion F. Jones, 526 Denham Build¬ 
ing, Denver 2, Colo., attorney for trans¬ 
feree. 

Raymond B. Danks, First National 
Bank Building, 17th and Welton Streets, 
Denver 2, Colo., attorney for transferor. 

[seal] Harold D. McCoy, 

Secretary. 

IFJt. Doc. 63-10987; Filed, Oct. 16, 1963; 

8:46 a.m.] 


SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 1-3421] 

CONTINENTAL VENDING MACHINE 
CORP. 

Order Summarily Suspending Trading 

October 11, 1963. 

The common stock, 10 cents par value, 
of Continental Vending Machine Corp., 
being listed and registered on the Ameri¬ 
can Stock Exchange and having unlisted 
trading privileges on the the Philadel- 
phia-Baltimore-Washington Stock Ex¬ 
change, and the 6 percent convertible 
subordinated debentures due September 
1, 1976, being listed and registered on the 
American Stock Exchange; and 

The Commission being of the opinion 
that the public interest requires the sum¬ 
mary suspension of trading in such se¬ 
curities on such Exchanges and that 
such action is necessary and appropriate 
for the protection of investors; and 
The Commission being of the opinion 
further that such suspension is necessary 
in order to prevent fraudulent, deceptive 
or manipulative acts or practices, with 
the result that it will be unlawful under 
section 15(c) (2) of the Securities Ex¬ 
change Act of 1934 and the Commis¬ 
sion’s Rule 15c2-2 thereunder for any 
broker or dealer to make use of the mails 
or of any means or instrumentality of 
interstate commerce to effect any trans¬ 
action in, or to induce or attempt to 
induce the purchase or sale of any such 
security, otherwise than on a national 
securities exchange. 

It is ordered, Pursuant to section 19(a) 
(4) of the Securities Exchange Act of 
1934, that trading in such securities on 
the American Stock Exchange and 
the Philadelphia-Baltimore-Washington 
Stock Exchange be summarily suspended 
in order to prevent fraudulent, decep¬ 


tive or manipulative acts or practices, 
this order to be effective for the period 
October 14, 1963, through October 23, 
1963, both dates inclusive. 

By the Commission. 

[seal] Orval L. DtjBois, 

Secretary. 

[F.R. Doc. 63 10976; Filed, Oct. 16, 1963; 
8:45 a.m.] 


[File No. 812-1603] 

LIFE AND FINANCE COMPANIES, INC. 

Notice of and Order for Hearing on 
Application for Order That Com¬ 
pany is Not an Investment Com¬ 
pany; Notice of Application for Or¬ 
der Extending Period of Exemption 
From Provisions of Act 

October 10,1963. 

Notice is hereby given that Life and 
Finance Companies, Inc. (“Applicant”), 
21 North Pennsylvania Street, Indian¬ 
apolis 4, Indiana, a corporation or¬ 
ganized and existing under the laws of 
the State of Indiana, has filed an appli¬ 
cation pursuant to section 3(b) (2) of the 
Investment Company Act of 1940 
(“Act”) for an order of the Commission 
declaring that it is primarly engaged in 
a business or businesses other than that 
of investing, reinvesting, owning, hold¬ 
ing, or trading in securities, either di¬ 
rectly, through majority-owned subsid¬ 
iaries, or through controlled companies 
conducting similar types of business. 
Applicant has also filed an amendment 
to said application requesting the Com¬ 
mission to enter an order pursuant to 
section 3(b) (2) of the Act extending the 
period during which the Applicant is 
exempt from all provisions of the Act 
applicable to investment companies, as 
more fully described hereinafter. 

Section 3(a) (1) of the Act defines an 
investment company as an issuer which 
is or holds itself out as being engaged 
primarily, or proposes to engage pri¬ 
marily, in the business of investing, re¬ 
investing, or trading in securities. Sec¬ 
tion 3(a)(3) of the Act defines an in¬ 
vestment company as an issuer which is 
engaged or proposes to engage in the 
business of investing, reinvesting, own¬ 
ing, holding, or trading in securities, and 
owns or proposes to acquire investment 
securities having a value exceeding 40 
per centum of the value of such issuer’s 
total assets (exclusive of Government 
securities and cash items) on an un¬ 
consolidated basis. For purposes of sec¬ 
tion 3(a) (3), “investment securities” in¬ 
cludes all securities except Government 
securities, securities issued by employ¬ 
ees’ securities companies, and securities 
issued by majority-owned subsidiaries of 
the owner which are not investment 
companies. 

Applicant's audited balance sheet as 
of April 30, 1963, filed as an exhibit to 
the application, shows total assets, stated 
at cost, to be $1,759,754, of which $4,156 


consist of cash. Included in the assets 
shown on such balance sheet are Appli¬ 
cant’s holdings of securities of two in¬ 
surance companies with an aggregate 
cost of $1,751,537, of which $452,529 are 
applicable to 135,939 shares or 12 percent 
of the outstanding common stock of 
Great Fidelity Life Insurance Company 
(“Great Fidelity”), and $1,299,008 are 
applicable to 327,019 shares or 19 per¬ 
cent of the outstanding common stock of 
Wabash Fire & Casualty Insurance Com¬ 
pany (“Wabash”). Applicant states that 
it is an investment company as defined 
in section 3(a) (3) of the Act by virtue 
of the fact that more than 40 percent of 
the value of its assets consists of securi¬ 
ties of Great Fidelity and Wabash, 
which are “investment securities” under 
the Act. 

Applicant states that directors and 
members of its Advisory Board own 
90,658 shares of Great Fidelity common 
stock and that directors of Great Fi¬ 
delity who are not also directors of Ap¬ 
plicant but who have been elected and 
reelected as management nominees own 
an additional 32,924 shares of Great 
Fidelity common stock. Applicant and 
the foregoing persons own a total of 
259,521 shares or 21.6 percent of the 
outstanding common stock of Great 
Fidelity. Seven of the twelve directors 
of Great Fidelity are also directors of 
Applicant, and John McGuirk, president 
of Applicant is a director and the presi¬ 
dent and chief executive officer of Great 
Fidelity. Applicant also states that di¬ 
rectors and members of the Advisory 
Board of Applicant own 35,947 shares 
of Wabash common stock and that 
directors of Wabash who are not also 
directors of Applicant but who have been 
elected and reelected as management 
nominees own an additional 98,755 
shares of such stock. Applicant and 
the foregoing persons own a total of 
461,721 shares or 27 percent of the 
outstanding common stock of Wabash. 
Applicant further states that it has 
an option to purchase an additional 
786,488 shares of Wabash common stock 
and if it exercised said option its direct 
holdings would amount to 44 percent of 
the total then outstanding, and the com¬ 
bined holdings of Applicant and its 
shareholders or affiliates would amount 
to 46 percent (or 49.9 percent, including 
the shares owned by the other Wabash 
directors). Three of the seventeen di¬ 
rectors of Wabash are also directors of 
Applicant, and John McGurk, presi¬ 
dent of Applicant, is a director and the 
president and chief executive officer of 
Wabash. Applicant states that it be¬ 
lieves it controls Great Fidelity ana 
Wabash. 

Section 3(b)(2) of the Act provides 
that, notwithstanding section 3 (a) (*5' * 
the term “investment company” does noi 
include an issuer which the Commission 
finds and by order declares to be pri¬ 
marily engaged in a business or busi¬ 
nesses other than that of investing, rein¬ 
vesting, owning, holding, or trading 
securities either directly or through m 
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jority-owned subsidiaries or through 
controlled companies conducting similar 
types of businesses. Section 3(b)(2) 
further provides that the filing of an 
application thereunder shall exempt the 
applicant for a period of sixty days from 
all provisions of the Act applicable to 
investment companies as such. The in¬ 
stant application was filed by Applicant 
on July 19, 1963. Section 3(b)(2) also 
provides that for cause shown the Com¬ 
mission by order may extend such period 
of exemption. Applicant has requested 
an extension of the exemption period 
until such time as the Commission has 
entered an order determining Appli¬ 
cant’s status pursuant to section 3(b) (2) 
of the Act. Applicant has undertaken 
that if the order extending the exemp¬ 
tion period is entered, it will not, without 
prior permission of the Commission, en¬ 
gage in any transaction or take any ac¬ 
tion which would be prohibited to a reg¬ 
istered investment company. 

Notice is further given that, in respect 
of the amendment requesting an order 
extending the exemption period, any in¬ 
terested person may, not later than the 
25th day of October, 1963 at 5:30 p.m., 
submit to the Commission in writing a 
request for a hearing on the matter ac¬ 
companied by a statement as to the na¬ 
ture of his interest, the reasons for such 
request, and the issues of fact or law 
proposed to be controverted, or he may 
request that he be notified if the Com¬ 
mission should order a hearing thereon. 
Any such communication should be ad¬ 
dressed: Secretary, Securities and Ex¬ 
change Commission, Washington, D.C., 
20549. At any time after said date, as 
provided by Rule 0-5 of the rules and 
regulations promulgated under the Act, 
an order disposing of the application 
herein insofar as it relates to said re¬ 
quested exemption may be issued by the 
Commission upon the basis of the show¬ 
ing contained in said application, unless 
an order for hearing thereon shall be 
issued upon request or upon the Com¬ 
mission’s own motion. 

It appearing to the Commission that 
it is appropriate in the public interest 
jnd in the interest of investors that a 
hearing be held with respect to the ap¬ 
plication pursuant to section 3(b) (2) of 
the Act: 

It is ordered , Pursuant to section 40(a) 
the Act, that a hearing on the afore- 
M application under the applicable 
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provisions of the Act and of the rules 
of the Commission thereunder be held 
on the 6th day of November 1963 at 
10:00 a.m. in the offices of the Securities 
and Exchange Commission, 425 Second 
Street NW., Washington, D.C., 20549. 
At such time the Hearing Room Clerk 
will advise as to the room in which such 
hearing will be held. Any person desir¬ 
ing to be heard or otherwise wishing to 
participate in this proceeding is directed 
to file with the Secretary of the Com¬ 
mission his application as provided by 
Rule 9(c) of the Commission’s rules of 
practice, on or before the date provided 
in the rule, setting forth any issues of 
law or fact which he desires to contro¬ 
vert or any additional issues which he 
deems raised by this Notice and Order 
or by such application. 

It is further ordered , That Sidney Ull- 
man, or any officer or officers of the 
Commission, designated by it for that 
purpose, shall preside at said hearing. 
The officer so designated is hereby au¬ 
thorized to exercise all the powers 
granted to the Commission under sec¬ 
tions 41 and 42(b) of the Investment 
Company Act of 1940 and to a hearing 
officer under the Commission’s rules of 
practice. 

The Division of Corporate Regulation 
having advised the Commission that it 
has made a preliminary examination of 
the application, and that upon the basis 
thereof the following matter and ques¬ 
tion is presented for consideration, with¬ 
out prejudice to its specifying additional 
matters and questions upon further ex¬ 
amination: Whether Life & Finance 
Companies, Inc., is primarily engaged in 
a business or businesses other than that 
of investing, reinvesting, owning, hold¬ 
ing, or trading in securities either direct¬ 
ly or through majority-owned subsid¬ 
iaries or through controlled companies 
conducting similar types of businesses: 

It is further ordered , That at the afore¬ 
said hearing attention be given to the 
foregoing matter and question. 

It is further ordered, That the Secre¬ 
tary of the Commission shall give notice 
of the aforesaid hearing by mailing a 
copy of this notice and order by regis¬ 
tered mail to Life & Finance Companies, 
Inc., and that notice to all other per¬ 
sons be given by publication of this notice 
and order in the Federal Register, and 
that a general release of this Commis¬ 
sion in respect of this notice and order 
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be distributed to the press and mailed to 
the mailing list for releases. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary, 

[F.R. Doc. 63-10977; Filed, Oct. 16, 1963; 
8:45 a.m.] 


[File No. 1-4722] 

TASTEE FREEZ INDUSTRIES, INC. 
Order Summarily Suspending Trading 

October 11, 1963. 

In the matter of trading on the Amer¬ 
ican Stock Exchange In the Common 
Stock, 67 cents par value, of Tastee Freez 
Industries, Inc., File No. 1-4722. 

The common stock, 67 cents par value, 
of Tastee Freez Industries, Inc., being 
listed and registered on the American 
Stock Exchange; and 

The Commission being of the opinion 
that the public interest requires the sum¬ 
mary suspension of trading in such se¬ 
curity on such Exchange and that such 
action is necessary and appropriate for 
the protection of investors; and 

The Commission being of the opinion 
further that such suspension is neces¬ 
sary in order to prevent fraudulent, de¬ 
ceptive or manipulative acts or practices, 
with the result that it will be unlawful 
under section 15(c) (2) of the Securities 
Exchange Act of 1934 and the Commis¬ 
sion’s Rule 15c2-2 thereunder for any 
broker or dealer to make use of the mails 
or of any means or instrumentality of 
interstate commerce to effect any trans¬ 
action in, or to induce or attempt to in¬ 
duce the purchase or sale of any such 
security, otherwise than on a national 
securities exchange; 

It is ordered , Pursuant to section 19(a) 
(4) of the Securities Exchange Act of 
1934, that trading in such security on 
the American Stock Exchange be sum¬ 
marily suspended in order to prevent 
fraudulent, deceptive or manipulative 
acts or practices, this order to be effec¬ 
tive for the period October 14, 1963, 
through October 23, 1963, both dates 
inclusive. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 63-10978; Filed, Oct. 16, 1963; 

8:45 a.m.] 
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